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“T’ve got a lot of Fords” 


ON THE GRASSY BANK Of the local by-pass, young 


Smith is discovering that one in every four new 
vehicles is built by Ford of Dagenham. (Dagenham 
produces 25% of British vehicles sold overseas, too). 
Impressive figures. More impressive still when you 
realise what a vast contribution Ford products make 
to our way of life and prosperity. Fordson tractors, 


by increasing farming productivity help to. feed 


FORD PrReoDdDBuUcTS — 


THe 


says young Smith 


Britain ... Thames Vans and Trucks minimise trans- 
port costs on the goods you buy ... Ford cars provide 
better, lower-cost motoring for every class of motor- 
ist. Overseas, Ford products are steady earners of the 
currency which settles Britain’s bills for essential 
imports. And, with expansion to meet world demand, 
the benefits brought by British Ford products will 
soon be greater than ever. 


“‘There’ll be many more tomorrow” say 6085S 


of Dagenham 
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Approaches to Disarmament 


AS worid disarmament drawn nearer ? A fortnight ago 

Sir Anthony Eden and M. Mollet agreed to place 
it in the front rank of their preoccupations. Marshal 
Bulganin commented favourably a few days earlier on 
Mr Eisenhower's latest plea for agreement on confidence- 
building steps that could open the door to disarmament. 
The Soviet premier’s attitude contrasted sharply with the 
crude distortions and bland evasions that made up his 
riposte to the President’s previous letter. Mr Stassen, the 
President’s chief adviser on disarmament, declared a few 
days later that the United States had developed a plan 
which would be more acceptable to the Russians. 

It is certainly true that the five-power talks which 
opened in London on Monday are taking place in a less 
rigid setting than that of earlier years. The international 
debate on disarmament which has gone on throughout the 
postvrar decade had long resembled one of those conversation 
pieces in which every face bears a look of urgency but no 
figure shows any sign of movement. Until a year or so 
ago, there was indeed little movement. The western powers, 
backed by a strong majority in the United Nations, stuck 
to the familiar argument that disarmament must be fairly 
balanced and must be under strict international control 
from the start. They were, however, resigned to the hostility 
of the Communist regimes to any international meddling 
in their private lives. The Russians for their part sought 
to improve their military position by the most obvious 
means. Being weak in nuclear weapons, they demanded 
that these be done away with first; being strong in 
conventional arms, they insisted that these be reduced by 
@ percentage, so that their advantage would be perpetuated. 
Only twelve months ago they were sticking fast to these 
demands, and disarmament seemed aimost infinitely remote. 

It may still prove a long way off; but recent events 
have shortened the perspective. General acceptance of the 
"nuciear stalemate” has bred doubts about the value of 
less powerful weapons; all the major powers have made, 
or announced, cuts in their military manpower ; and all are 
now efully and painfully aware of the economic burden of 
maintaining, let alone increasing, armaments which steadily 
grow more complex and costly. This alone is enough to 
account for the fact that, instead of viewing disarmament 
as a distant possibility, they are stepping forward to scan 
it more closely. 

The gulf between their earlier positions has also narrowed. 
Last May the Soviet government abruptly dropped its 
demands that nuclear disarmament must come first and 
that conventional disarmament must be based on per- 
centages. It also accepted the western thesis, which it had 


formerly derided, that disarmament should take place by 
stages. The western powers have likewise modified their 
positions. Not so long ago it was being argued that 
conventional arms could be cut down, but that the nuclear 
balance, the deterrent power of which now constitutes the 
main barrier to war, had best be left untouched, at least 
for the time being. Now Mr Eisenhower has suggested that 
nuclear arms should get first priority in the disarmament 
talks and that levels of armed manpower could be discussed 
at a later stage. He has also offered to extend his "open 
skies” proposal of last July to meet Soviet criticisms, and 
has stoutly denied the Soviet charge that America was 
seeking merely to disclose all national armaments without 
reducing them. 

At first glance, indeed, it might be pardonable to mistake 
these shifts in position for complete reversal. It will not 
be surprising if a good many men in the street suspect the 
powers as a whole of dancing a graceful and interminable 
minuet, instead of getting down to one of the world’s most 
crucial problems. The thought of the Soviet delegation 
at the present London talks enquiring solicitously about 
last year’s Anglo-French formula, which sought to reduce 
the huge Russian and Chinese armies to less than half 
their present size, is as odd as that of the Americans 
demanding priority for nuclear disarmament. Yet there is 
logic in these developments. The Russians, having developed 
the H-bomb, no longer need to guard their superiority in 
conventional arms so jealously. The Americans, as a result 
of the intensive study ordered a year ago by Mr Eisenhower, 
are convinced that the sphere in which control can be 
most tightly applied is the manufacture, as against the 
possession, of nuclear weapons. They are sceptical about 
the chances of unearthing hidden stocks of nuclear arms. 
They see a trap in the idea of absolute ceilings on armed 
manpower, for, they point out, Communist states control 
large para-military forces and train even schoolchildren 
for war; moreover, acceptance of the manpower limits 
Suggested last year—1'% million men each for America, 
China and Russia, about half as much for Britain and 
France—would cripple the ability of the United States to 
protect its allies in Europe and the Far East at the same 
time. 

The French and the British do not flatly contest the 
validity of these American arguments. They can appreciate 
the need to concentrate on those forms of disarmament 
that are immediately practicable, and to avoid falling into 
Soviet traps. But they are eager to see a complete pro- 
gramme take shape, not just a set of first steps. This is 
particularly true of France, where M, Mollet’s government 
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fs understandably anxious to escape the charge of im- 
mobilisme, while the Socialist tradition to which M. Mollet, 
M. Pineau and M. Jules Moch are all heirs strongly inclines 
them to choose disarmament as the sector in-which to break 
away from the policies of previous governments. It can 
fairly be said that both the American and the French 
@pproaches are realistic—the American in the technical 
gense, the French in political terms. But in a deeper sense 

th can be criticised as revealing some loss of grip on 
reality. The immediate result of their divergence was a 
<rop of reports last week, on the eve of the London talks, 
suggesting that the western powers, were seriously at odds. 
Nothing could be more likely to encourage the Russians to 
exploit this western disunity up to the hilt, instead of 
genuinely seeking agreement. 

As one steps nearer to a large painting on the wall of a 
gallery, perspective may become distorted, flaws in the 
detail may distract the eye, and the artist’s grand con- 
ception may be lost to sight. Something of that kind has 
happened in recent months in regard to disarmament. 
What are the essentials? First and foremost, that any 
agreement to disarm unsupported by effective controls is 
delusive and dangerous, for it puts a premium on bad 
faith; even the Russians now admit this, if obliquely. 
Second, that there is more safety and stability in an armed 
balance of power than in an unbalance reached by uni- 
lateral disarmament—a lesson which Hitler taught us and 
which the H-bomb has hammered home. Third, that the 
nuclear stalemate makes it all the more important that 
eccnvyentional forces, if only modest ones, should be stationed 
in threatened areas to forestall any quiet taking over of 
these areas, perhaps by para-military forces, that would 


Tuning Up 


HE specches at the annual meeting of the Centrai 
‘Council of the National Union of Conservative and 
Unionist Associations last week hardly reflected the perturb- 
ation which political commentators ascribe to Tory con- 
stituency circles. The miuch-advertised criticism of the 
party-leadership found no echo there; Sir Anthony Eden 
was powerfully applauded—perhaps the more powerfully 
because the delegates felt that, in public at any rate, it was 
politically essential to rally round an overworked leader in 
a mess. The council is the governing body of the National 
Union. It-consists of the principal executive officers of the 
party, MPs and candidates, and up to four representatives 
from each constituency ; it exists largely to keep the leader 
of the party in touch with constituency feelings as well as 
to give him the opportunity—which Sir Anthony took last 
week—of explaining the Government’s policy in party terms. 
Like the National Union and the party’s annual conference, 
the council has no binding power on the leader or on the 
parliamentary Conservative party; its resolutions—which 
last week ranged from rating to pensions—may be ignored. 
But it can express party anxiety. The fact that it did not 
express anxiety this year seems to haye been due, not to a 
lack of anxiety to express, but to a feeling that the Govern- 
ment’s stock is too shaky to stand more buffeting at this 
time. Behind the scenes, the experienced party mechanics, 
particularly the full time workers at headquarters in London, 
are well aware that the party is going through more than 
@ rough patch, and that the machine needs tuning up. 
This has provided an embarrassing baptism of.fire for the 
new management of the Conservative Central Office. 
Mr Oliver Poole, the new chairman of the party organisation, 
finds himself in an unexpected position. He inherited from 
Lord Woolton a machine which the Labour party committee 
earlier this year described in tones of the utmost envy. as 
“slick and streamlined” ; his job seemed to be primarily one 
of maintenance. With five years of power before the party, 
the machine, for the first time since late 1949, was not on 
short notice to be ready to mobilise for an election. The 
first years of a government, if not carefree, are at least 
expected to reflect the elan of a fresh team and rejuven- 
ated leadership, and party morale should requirt no boosting. 
In fact, as matters have turned out, it may well seem that 
Mr Poole finds himself, as far as using Central Office to 
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pose the terrible question whether to accept the fait 
accompli and see the rot set in, or to embark on the 
horrors of nuclear war. (Marshal Zhukov has given the 
West fair warning that Russia is not impressed by the idea 
of using nuclear arms in a tactical role only, and that it 
will counter any such tactical use with an all-out nuclear 
war). Fourth, that a group of free allies confronted by a 
totalitarian monolith is as good as disarmed as soon as it 
becomes disunited. 


When these principles are recalled it becomes clear not 
only that the western powers run grave risks when they 
fail to settle their own differences before sitting down with 
the Russians, but that they run them unnecessarily. 
Despite last year’s shifts in the Soviet position, there is still 
a much wider gap between it and the position of the West 
than there is between any two western governments. 
Russia still baulks at giving full freedom of movement to 
an international inspectorate. It proposes a formula that 
would leave east Germany armed, west Germany unarmed, 
and China fully but Japan only lightly armed. It, demands 
that all ajlied bases on foreign soil be abolished throughout 
the world within a brief period, a step that would leave 
both Western Europe and the Far East overshadowed by 
superior Communist military strength. These uncheering 
facts provide the background to the latest signs of friction 
between the western allies. They should bring home to 
every western statesman the harsh truth that failure to 
keep. in step with one’s friends, and magnification for 
purposes of domestic politics of one’s differences with them, 
are the surest ways of postponing the day when the gulf 
between the Communist and the free worlds can finally 
be straddled, and genuine disarmament achievec 


the Tories 


energise and rally the ranks is concerned, almost in the same 
position as Lord Woolton just before the "miracle” of 1946-50, 

There are of course big differences. When the party is out 
of power, Central Office is the prime source from which 
party news and policy statements emanate. When the party 
is in power, the party’s “agitprop” is inevitably in much 
slower gear. For it is from ministers and their departments 
that the news comes and determines the public’s view of their 
competence or otherwise; with the civil service at the 
disposal of the leaders to provide facts and figures and the 
ammunition of the day-to-day parliamentary battle, the 
importance of the fact-finding and publicity departments of 
Central Office is much reduced. Their task becomes that 
of supplementing and interpreting the news of government 
for the consumption of party workers. 

The basic purpose of the party machine is, of course, to 
get out the vote at election times. Everything, even its 
propaganda function, is subsidiary to that. Central Office 
exists primarily to aid constituency organisations to organise 
the poll. In this, the party civil service naturally has no 
powers of coercion or control; though it is the steel frame- 
work on which the flabby flesh of the voluntary constituency 
workers hangs, it has this responsibility without power. But 
this strengthens rather than weakens its position when it 
comes to its propaganda function. Propaganda is vital to the 
machine, inasmuch as it must provide the voluntary party 
workers with a case to argue at all times; especially in the 
period immediately following a general election, it is the 
means to make new Tory votes, as opposed to the means of 
getting them registered at the polls in an election. Central 
Office is a channel for ideas in both directions—from the 
leadership downwards and from the mass of the party up- 
wards—and it performs this function the better for being, 
as it is, the personal secretarigt of the leader himself. 

This is a well organised service, and very much the envy 
of the Labour party. Because the party is self-financing and 
constituencies are autonomous, the publications and educat- 
ional work laid on from Abbey House have all to be paid for 
(if sometimes at subsidised prices) from constituency funds, 
which means that there is every incentive to sell them and 
distribute them effectively. The impact of Tory publicity 
material—whether the excellent "Weekly Newsletter”, the 
more factual "Notes on Current Pelitics” (now significantly 
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filled with statistics of trade trends) or the popular pictorial 
with its million sale—is considerable. All this material is 
well adapted to take the party into the leaders’ confidence 
on the course that is being steered through the present sea 
of troubles. Besides equipping party workers with replies 
to critics, it can give them some assurance that new ideas, 
new remedies for national ills, are on their way from the 
party’s backroom planners. 


This latter function is extremely important. If the party 
felt that, besides encountering a new economic crisis at the 
beginning of its term, it was going to run out of ideas 
towards the end of it (as the Labour Party did in 1950 
and 1951) morale would be very seriously shaken, especially 
among the Young Conservatives. This is why the Central 
Office regarded it a wise move, as well as an important piece 
of propaganda, when Sir Anthony put Mr Butler back into 
control of the Conservative Political Centre and the Research 
Department. It was the effervescent fertility of party 
thinking under Mr Butler’s stimulus from 1947 onwards that 
did so much to convince the party and the public that 


637 
Toryism had a future definable in more positive terms than 
the mere swing of the pendulum. 
a 


It is clear enough what ‘the Central Office line ought to 
be at the present time. It ought to be conducting a well- 
reasoned argument that disinflation has to come, was deliber- 
ately planned to come in the first years of power, that it 
will be persisted in and will be successful within another 
year or so; and that the results will be such as quickly to 
wipe away the odium which the party earlier incurred by 
failing to stop the general rise in prices and is now bound 
to incur—with resulting setbacks in Parliament—for letting 
pockets of unemployment collect here and there. This is the 
way to talk to the loyalists, and above all the line to plug 
before starting the drives for new Young Conservatives next 
year, and, afterwards, for new subscribers. But to be 
successful this line must carry a real sense of conviction 
and direction. This can come only from the leaders them- 
selves. If there is to be another Tory miracle, it cannot be 
forged at Abbey House ; Downing Street is the address, 


Printers’ Pie 


S this issue goes peacefully to press again in foreign 
parts, the dispute in the London printing industry 
continues, Some 6,000 members of the London Typographical 
Society (compositors and machine minders) and a few 
hundred members of the Association of Correctors of the 
Press have been out of work since February 16th, when 
they were dismissed for working to rule. About 10,000 other 
printing workers also lost their jobs a fortnight later 
because there was no work for them. A court of inquiry 
has been held; but the talks that followed the publication 
of its report last Thursday broke down after several hours 
of discussion. The London printing works stay closed. 
The story of the dispute that has caused our temporary 
exile and abbreviated format begins last summer, when the 
London Society of Compositors submitted a claim for a 
minimum wage of £12 a week. They were getting at the 
time a basic rate of £7 15s which had been fixed five years 
before, but also a cost of living allowance which gave them 
an extra 1s for every point that the index rose. This had 
brought the minimum wage up to £9 8s. Their claim for 
£12 represented an increase of 27 per cent, and they justified 
this unprecedented figure on two grounds. First, a decision 
of the arbitration tribunal in 1950 had given them 17.7 per 
cent more than the provincial compositors, and they said 
that differential should remain. The provincial compositors 
(whose union is the Typographical Association) were now 
being offered £9 15s, and therefore, it was argued, the 
London men should get £11 6s for this reason alone. But, 
secondly, the LTS argued that it should get some additional 
reward for allowing a special entry of apprentices to 
mitigate the shortage of manpower (which it had itseif 
created), and its price for this was another 14s; thus 
making £12 in all. 

This, the LTS claimed, would be a reasonable rate 
compared with rates for skilled work in other industries, 
as well as with the wages of unskilled and semi-skilled 
workers in the printing industry itself. Furthermore, they 
said that the claim would hardly cost the employers any- 
thing, since all employers paid rates well above the minimum 
in an effort to attract labour away from each other, and 
were in fact paying an average basic wage of £11 10s 
already. Practically all that the society asked, said its 
leader, Mr Willis, was that these premiums (euphemistically 
called merit money) should be absorbed into the basic 
rate, and he could assure the employers that there would 
be no support for men who tried to get their former merit 
money added on to it. 

The employers replied that their final offer was 18s 6d 
on the basic rate of £9 8s. The LTS proposals, far from 
costing them nothing, would cost them £2 million directly, 
and a further £8 million in proportionate increases to less 
skilled workers. As for the point about the absorption of 
merit money, they had accepted that argument in 1950. 


Yet LTS members in fact had insisted on merit money in 
addition to the new rate, and within a matter of months 
Mr Willis was asking that this part of the agreement 
should be dropped. Mr Willis’s reply was that his union 
had not backed claims for extra money: by any of its 
members. 

Thus the argument ran from the summer into the winter, 
until in January it reached complete deadlock. The LTS 
executive then instructed its members to work to rule. 
There are no set rules to work to, but the members elaborated 
their own for the occasion ; for example, having set a piece 
of copy, they would refuse to stagt another piece until the 
first piece had been read and pass¢d by the reader. In such 
ingenious ways they made the production of periodicals so 
slow and so uneconomic that the; employers threatened to 
dismiss all their men who refused to work normally. The 
moment chosen to present this ultimatum was not, perhaps, 
ideal. Mr Willis was able to claim that his members were 
threatened with a lock-out at a time when the possibilities 
of conciliation were still being explored. His members 
were told to sign no undertaking, and on February 15th 
upwards of 6,000 of them were dismissed. 

Meanwhile the Minister of Labour, at the request of both 
parties to the dispute, had appointed a court of inquiry, 
under Sir John Forster, which sat for five days, listen- 
ing alternately to the murmuring* of counsel for the 
employers and the righteous indignation of Mr Willis. The 
employers’ general thesis was that they were put in an 
impossible position by the leap-frogging claims of unskilled 
and skilled workers, and that the LTS had stood aside from 
all attempts to create a rational wage structure for the 
industry as a whole. Mr Willis might have done better had 
he confined himself to the general thesis that the craftsman’'s 
skill had been steadily devalued. But he backed this claim 
with specific arguments that the court felt bound to reject. 

It rejected his argument that because the LTS was 
prepared to make sorely needed concessions about manpower 
it should therefore be entitled to an increase in the basic 
rate of pay. It rejected the argument that because the 
London rate had been 17.7 per cent above the provincial 
rate in 1950 it should always be so; and, equally, that the 
differential as compared with less skilled workers at that 
date was in any way sacrosanct. Finally, the court examined 
rates for skilled workers in comparable industries, and 
came to the conclusion that these did not support a 
minimum wage of £12 in printing. It proposed instead a 
rate of £10 15s 6d, with an extra 1s for every point that 
the cost of living index rises from the date the new 
agreement is signed. 

This is 24s 6d less than Mr Willis had demanded, and 
only 6s (not 9s) more than the men would have got if 
they had accepted the employers’ offer of a basic rate of 
£10 6s 6d, (Since that offer was made the cost of living 
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index has risen three points, and the men would have 
earned 3s worth of additional allowance under the cost of 
living formula.) The court did not say whether the proposed 
basic wage should absorb merit money. Presumably it should 
not, since if Mr Willis is right in saying that £11 10s is the 
avérage basic wage actually paid, the court’s proposal would 
otherwise mean a loss’ for most of the workers concerned. 
The court’s proposal would seem more tolerable to 
Mr Willis if he could get the employers to agree that the 
new .agreement should be retrospective. It was on the 
employers’ refusal to concede this that the talks last 
weekend broke down. 

Mr Willis is in a difficult position now. As he asserted so 
vehemently that £12 was his absolute minimum, it is not 
easy for him to settle at a much lower figure. Yet the 
longer he allows the strike to continue the smaller will be 
the ultimate gains compared with the losses of his members. 
It is true that they are getting strike pay of £6 a week, 
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and, as they were dismissed, unemployment benefit as well. 
But these are men who are used (in some cases) to taking 
home £20 or more a week, and they will soon begin to do 
some arithmetic about how much they are giving up in 
an attempt to gain how little. 

* 


The present deadlock is therefore dangerous for both 
parties, both to the workers and to the employers, many 
of whose customers have been compelled to go to printing 
houses on the cqntinent. It is right that skill should be 
duly rewarded, but the interest of everybody is a settlement 
now, and then, as two courts of enquiry have already 
advised, a joint endeavour by all the unions concerned to 
work out a two-tier machinery of wage negotiation. Only 
so can further trouble be avoided, the bitterness between 
the skilled and unskilled printing unions be lessened, and 
the confidence of the industry’s customers (robbed for these 
weeks of their regular facilities) be restored. 


A Crop of Surprises 


HIS year’s farm price settlement has produced quite a 

crop of surprises. The Government has run away from 
its declared intention of cutting the cost of the agricultural 
subsidies, and has instead increased by £25 million the 
value of its guarantees to farmers. Secondly, however, it 
has discriminated drastically between different products in 
the allocation of its aid. Finally, as a consequence of this 
discrimination, the farmers’ unions have flatly repudiated 
the final price settlement for the first time in the history 
of these annual reviews. 

The intention to cut aid to agriculture this year was 
vitiated by an appreciable rise in farming costs, equivalent 
to £35 million a year for the commodities covered by the 
review; leniency to the farmers may also have been 
encouraged by the fact that this year’s subsidy bill—at 
about £215 million—is goihg to be lower than was originally 
expected. But, in additipn, the Government has again 
become anxious that British agriculture should make a more 
effective contribution to the saving of foreign exchange. 
This goal could perfectly well have been secured through a 
redistribution of existing aid, without adding anything to its 
total cost. But the familiar argument that this course would 
terpedo the “confidence” of farmers, not to mention the 
Government’s political standing in the countryside, has once 
again caused agriculture to be exempted from the general 
rule of national economy. 

Kowever, having given farmers their twenty five million 
pounds of flesh, Mr Heathcoat Amory has at least tried 
hard to see that the nation gets value for it. The most 
economical savings of foreign exchange are to be had by 
persuading farmers to grow more of their requirements of 
fodder, and by further developing home production of beef 
and mutton. Accordingly, the Minister has -increased the 
prices of oats, barley, fat sheep, and fat cattle—in the last 
case by almost 10 per cent, while raising the calving subsidy 
as well. Conversely, the Minister has been anxious to avoid 
any stimulus to those products whose unit cost to the 
taxpayer is already very high. He has actually cut the 
expensive wheat subsidy, which has been saving very little 
foreign exchange in relation to its cost; he has taken 
another thin rasher off the large pig subsidy ; and he has 
sliced the rather ridiculous subsidies on rye and ducks’ eggs. 
To stimulate productivity the fertiliser subsidy has been 
raised, and to improve quality a bonus will be. paid on 
best-grade bacon pigs and stricter standards will be enforced 
for ware potatoes—accompanied, however, by an unnecessary 
rise in their support price, which is at present the one 
genuine “floor” price in the whole armoury of guarantees. 

The farmers’ unions have indignantly opposed these 
changes on the grounds that they will penalise the numerous 
small producers specialising in the production of pigs, eggs 
end milk; there may, however, be more play-acting than 
bitterness ‘in their indignation, for the rumbling discontent 
of the small producers has lately given the union leaders 
@ political problem of their own. The Minister has thrown 
@ sop to this group in the shape of a halfpenny a gallon 
more for their milk (costing £4% million in a year). 
Although this is too little to allow the union leaders to 


look placated, it is economically a most illogical step. The 
Government is already pledged to cut the consumer subsidy 
on milk, which means that liquid consumption (which is 
already static) may well decline; Britain already has too 
much milk, and these steps must mean that still more of 
it will be diverted to be sold for manufacturing purposes 
at a heavy loss. The unions have also protested at the 
Minister’s decision to abolish the individual price guarantees 
for fatstock, which were designed to protect producers 
against the risks of exceptionally low prices at auction 
markets. These risks have turned out to be altogether too 
small to justify the continuation of a device which has 
greatly complicated the working of the guarantees, partic- 
ularly in the case of pigs, and which has taken up the time 
of 300 administrators. Fatstock producers will in future be 
subsidised exclusively through the medium of the, deficiency 
payments scheme. The Government has also,. tried to 
overcome the great drawback of this scheme—that the 
amount of subsidy is quite unrelated to the current level 
of market prices—by providing that subsidy payments, may 


be adjusted whenever this is necessary to prevent average 


realised prices from moving outside prescribed. mits 


Although the Minister has made an obvious effort to 
Place the taxpayers’ money in the best places, his new 
pattern of farming incentives—which apply to livestock 
products immediately and to crops of the 1957 harvest— 
can therefore be extensively criticised both in detail and 
as to amount. But what of the future? There is a broad 
hint about the future in the review. A notable feature of 
recent farm price settlements has been the steady increase 
in the number and value of various direct subsidies paid to 
producers, which will now cost altogether £65 million a year. 
These grants directly influence farmers to do things which 
the Government wants—such as applying more fertilisers, 
rearing more calves, and ploughing up more grassland. It 
is quite clear that the Minister would like to rely even more 
heavily on them from now on. His intention is broadly the 
right one, provided that he is not led to think ‘that the 
present pattern of direct grants will solve the problém. The 
evidence is that the stimulus of these direct grants soon 
wears off unless payments are repeatedly increased, as 
has been done with the calving and ploughing subsidies. 
Moreover, most of these grants represent quite unnecessary 
bonuses to the larger and more efficient farmers who. would 
farm properly and fairly intensively without them. 


The basic trouble is that every extra pound of Govern- 
ment aid to agriculture, even when it is channelled in the 
optimum directions, saves relatively very little foreign 
exchange and produces relatively very little extra food. For 
example, the new chain of subsidies injected at every stage 
of meat production will no doubt produce a little more beef. 
But is it worth the cost—not just relatively to other com- 
modities, but absolutely? And is there really no way of 
aiding those farmers who need help without giving it to 
those who do not? Until Mr Heathcoat Amory tackles 
these now classic riddles, he will not get far with the reform 
of the price review procedure for which he—and tke 
farmers’ unions also—are now hoping. 





THE ECONOMIST, MARCH 24, 1956 


639 


Notes. of the Week 





A Little Too Coy 


HE most important passage in the White Paper on the 

Economic Implications of Full Employment is the flat 
statement that "it must be one of our major objectives to 
maintain im future a much greater degree of price stability.” 
The professed object of the paper is to set out the facts of 
Britain’s failure to do this in the last ten years of full 
employment. By this limited test, the paper deserves commen- 
dation. It is a lucid piece of economic exposition. Unfortunately, 
however, having proclaimed the problem, the Government is 
less specific than it should be about what it intends to do 
about it. 

The main facts in the paper are simple to summarise. In the 
nine years between 1946 and 1955, the paper reveals, the average 
ennual rise in British prices was nearly 6 per cent—almost 
entirely because the average annual rise in home costs per unit 
of output was nearly 5 per cent. Although import prices rose 


1 per cent on final British prices ; the legend that price inflation 
has ever been principally due to adverse terms of trade, instead 
of to inflationary increases in money incomes at home, needs to 
killed stome dead. There have been only two periods when 
tise in home costs per unit of output, and with it the rise in 
has been kept within reasonable bounds. Home costs 
per unit of output rose by an annual average of only about 
2 per cem between 1948 and 1950, during the honeymoon period 
of Crippsian wage restraint (which did not, however, succeed in 
preventing the devaluation of 1949); and they rose by about the 
same amount between 1952 and 1954, during the honeymoon 
period ‘that followed the Butlerian disinflation of 1952 (which 
did succeed in bringing the balance of payments temporarily 
back to rights). 

The impreasion given by the White Paper is that the Govern- 
ment would like a fresh dose of both Crippsianism and Butler- 
ism,, and there is more emphasis im ite hortatory passages on 
the farmer than on the latter. This is the right impression, but 
it is of coutse quite the wrong emphasis. It is also an unfair 
emphasis in view of Mr Macmillan’s policy to date. "It is,” 
says the paper, "the Government's responsibility to keep the 
pressure right.” This the Government may be in process of 
doing, but the process will not be helped by the fact that the 
euthors or editors of the paper still regard disinflation as a 

barely utterable word ; a statement at this stage of time which 

does not even mention ‘the credit squeeze is, even as propaganda 
or moral suasion, a little too coy. The responsibility for those 
printing presses that Mr Macmillan likes to talk about is the 
Government's, whatever duties, moral, social or otherwise, the 
west of us have. 


hie 


Half-Free and Half-What ? 


ISTAKES in emphasis in a Government White Paper are, of 

course, much less important than the question of whether 
there are also going to be mistakes in the emphasis of 
Government policy. Already last week Mr Macmillan had taken 
@n unnecessary step over the border-line of Crippsianism, in his 
regrettable extension of the scope and work of the Capital Issues 
Committee. This week two more questions have been raised. 

One stems from speculation about what exactly the Prime 
Minister did say to the representatives of the Federation of 
British Industries on Monday. It is probable that he did not say 
much more than is contained in the White Paper : namely that 
industry should, whenever possible, "pass on gains from higher 
productivity in lower prices” and that although dividends are, 
in absolute terms, less than one-thirteenth as important as wages 
and salaries in the national income "their relevance to the 


movement of prices lies... in the pressure which they are liable 
to generate” for wage increases. It is clear that the Government 
would like to get some positive recommendation to dividend 
restraint published by the FBI; this could then be passed on to 
trade union leaders either for comment or as a silent spur to their 
consciences when Whitsun and the season for the unions’ 
annual conferences comes round. It would be puritan, as yet, to 
direct too much criticism at the Government for this mild form of 
neo-Crippsian exhortation ; the right policy is to oppose a freeze, 
but to be in favour of cold water. 

Unfortunately, however, the same judgment cannot be passed on 
the news that the Government is to force the Transport Commiss- 
ion to run still further into the red, by delaying an increase in 
railway fares. The effects of the new drive for railway efficiency, 
even although the drive seems at last likely to be a determined 
one, are still quite uncertain; the freeze on fares is a quite 
separate decision, and its inevitable effects are already as plain as 
a pikestaff. Nobody can disinflate by means of railway deficits, 


and it is a shock to confidence that Mr Watkinson should pretend 
that he can. 


Stalin’s Feet of Clay 


HE sequel to the Moscow congress has followed much 

faster than anybody, including Mr Khrushchev, expect- 
ed. In public the first secretary of the Communist Party had 
been reticent in criticising Stalinism, It was in a segret session 
that he exploded against Stalin’s tyranny in later yeara 
Obviously he intended to reveal the truth gradually, by stages, 
with the help of the party activists. There was, however, a 
miscalculation in the plan : without Stalin’s methods the secret 
could not be confined to the channel of the party machine. 
Stirred by the shock of Mr. Khrushchev’s bombshell, the 
delegates talked. After the first leaks the news spread like 
lightning throughout the country. Now the whole Soviet bloc 
is astir, discussing, arguing, speculating. 

The first to have come to the rescue of the attacked Stalinist 
legend were apparently students from Georgia. This is strange 
because Stalin was never particularly kind to the Corsica of his 
empire. He was the tron-fisted Russifier, the protagonist of 
Moscow's unquestioned rule. But such is the effect of the 
Stalinist cult, uncritically celebrated for years, that younger 
Georgians, knowing little of the past, see in the debunking of 
Stalin an injury to their national feelings. All this shows that a 
Byzantine cult cannot be destroyed by half truths. Only 
yesterday unpleasant things were being explained away by 
putting the blame on Beria. If the rulers want to persuade the 
younger generation with arguments and not with terror, they 
will find themselves obliged to open the archives and tell more 
truth about Soviet history. The process, probably precipitated 
by Khrushchev’s exuberance, will be unpleasant for some of 
the leaders. Many will find it difficult to answer the inevit- 
able agonising question: "Why did you stand it?”, and 
the ensuing losses of prestige should hasten the influx of new 
blood into the Soviet leadership. 

This is still conjectural. Some features of Mr. Khrushchev’s 
speech—Stalin’s mishandling of the war, and the mad 
dictatorship of his later years—are corroborated by Signor 
Togliatti or Herr Ulbricht, but the actual text has not yet been 
published. It is too early to disentangle fact from fiction. One 
thing seems clear: Russia is no longer an inarticulate country, 
a mass to be moulded and manceuvred at will by its rulers. 
Will the new infusion of doubt necessarily prove harmful for 
the regime ? To suppose so may be an illusion. The discontented 
students and bureaucrats are not likely to find much working- 
class support for a crusade in defence of Stalinism. If they do 
not, the regime may shed its Stalinist skin and may even emerge 
from its growing pains strengthened at home, and with a greater 
popular appeal abroad. 
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Satellite Echoes 


CHOES from the Soviet party congress are still reverber- 

ating in Eastern Europe; they may gather strength as the 
revelations leak out. Satellite leaders, too, have begun to 
speak of Stalin's errors, and there have been some enthusiastic 
eulogies of the virtues of collective leadership. Much attention 
is being given to the Russian leaders’ remarks—citing the Czech 
model—about the possibility of a peaceful, even a "parliament- 
ery”, transition to Communism. Already these have provoked 
some curious glosses on past history by satellite apologists 
Getermined to show that there was nothing violent about their 
own accession to power. The Gzech Communists, whose 1948 
coup has become a classic warning of the dangers that lurk in 
popular fronts, are basking in the rays of Moscow's approval 
emi congratulating themselves on their useful contribution to 
"world-wide Marxist ideology”; the most significant ingredient 
im their recipe for success is the "elastic use” of parliament by 
a Communist party. 

Rakosi, the Hungarian party boss, has produced an equally 
sturdy defence of his party’s methods of gaining power. He 
has told his central committee that in all their dealings with 
the Social Democrats after 1945, including "questions of politics 
and tactics... the Hungarian Communists have been right all 
along the line, notwithstanding some infinitesimal errors”. This 
is a particularly revealing remark to come from the man who 
four years ago frankly described the "salami tactics” by which 
the Communists had continuously sliced off "reactionary seg- 
ments” of the other parties until the latter were rendered quite 
impotent. All the Communist commentators unite in making a 
careful distinction between themselves and the socialist ’reform- 
ists’ who support legal means of gaining power and are 
“satisfied with crumbs from the capitalist table’. And one 
Bulgarian broadcaster let the cat further out of the bag by 
stating categorically that a peaceful transition to socialism does 
not mean that "the socialist revolution can be carried out 
without the annihilation of the old State apparatus of the 
bourgeoisie”. 

In short, the eviden¢e from eastern Europe confirms the old 
lesson that the “parliamentary road” to socialism, when it is 
trodden hand in hand} with Communists, remains as full of 
pitfalls as ever. Once, more, popular fronts are being pressed 
on the democratic socjalists of Italy, France, and the rest of 
western Europe; but if the voices behind the curtain are any 
guide, they will have no better chance than before of collabor- 
ating with the Communists without being swallowed up. 


Divorce by Whose Consent ? 


HEN Mr Chuter Ede set up the Royal Commission on 
Marriage and Divorce in 1951, it was widely reported that its 
members had been chosen in such a way that half were likely to 
approve of some major “liberalisation” of the divorce laws and 
half were bound to oppose it. So it has proved. The 405 page 
ducument that has at last appeared records agreement on some 
one hundred and fifty technical, and in some cases important, 
recommendations that the Government will probably feel able to 
incorporate in a Bill without political embarrassment. But on 
the main issue the commission is split up its conventional middle. 
Nine of its nineteen members want to supplement the present 
system—whereby a divorce can generally only be obtained when 
one spouse shows that the other is guilty of a matrimonial offence 
—by introducing also "the doctrine of breakdown of marriage toa 
limited extent” ; they recommend that, when a husband and wife 
have been separated for seven years, it should be possible for either 
to obtain a dissolution of the marriage, if the other spouse does not 
object (indeed four members of this group want to allow divorce 
even if the other spouse does object, if a court can be convinced 
that the objector has been guilty of "unreasonable conduct”). The 
other nine members of the commission flatly oppose this 
broadening of the law and any opening towards "divorce by 
consent”; they admit that under the present system couples who 
want to arrange a divorce may do so through such nasty and 
common devices as the commercialised hotel adultery, but they 
@re opposed to providing any "easy way out” for these people. 
If the argument is put in this way, it should be quite clear that 
the first group has the better of it. That is why it is such a pity 
that the argument has been put in this way. ‘The hidden conflict, 
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of course, is between those who want to use the law to make 
Givorce easier and those who would like to try to use it to make 
hasty breakages of marriage less common; many people who 
have lived in a section of a community where the divorce rate 
is high—and where women are always looking over thelr shoulder 
at husbands who regard it as quite conventional to slip 
away—will want the latter. But, if so, the correct remedy is not 
to have a hypocritical law, which can cause some cruel 
anomalies, but to have an effective one. The sensible course 
would be to widen the grounds for divorce, but to make the 
actual business of getting a divorce and re-marrying harder and 
more protracted. 

Only one of the nineteen members of the commission has done 
any careful thinking along these lines. In a two page note of 
dissent from the entire report, Lord Walker states bluntly that 
he does not think that any divorces at all should be granted 
unless the couple has lived apart for not less than three years ; 
but when they have lived apart for three years, either party 
should be able to get a divorce if he or she can persuade a court 
that the circumstances are "such as to make it improbable that 
any ordinary husband and wife would ever resume cohabitation”. 
An absolute and single pre-condition of three years’ separation 
may not necessarily be the right formula, but Lord Walker’s 
suggestion succeeds in aiming at effectiveness and avoiding 
hypocrisy. That is more than can be said of any action that the 
Government is likely to take after scrutiny of the views of other 
members of this sincere but divided commission. 


Bad Omen for the Docks 


judgment with awkward consequences for the Trades 

Union Congress was given in the Chancery Court of Lan- 
caster at Liverpool last week. Mr Francis Spring, a docker, 
has won an action against the National Amalgamated Stevedores 
and Dockers Society, claiming that he had been wrongfully 
dismissed from that union. The case arose from the recruiting 
campaign started by the stevedores’ union in the northern ports 
in the autumn of 1954. Until then the NASD had existed only 
in London, and in all the other ports the Transport and General 
Workers Union had a monopoly. Under the so-called Bridlington 
agreement of 1939, which governs the relations between unions, 
a union must not set itself up in a place where another union 
is already negotiating on behalf of the workers concerned. Nor 
must it accept members of another union, unless they are up to 
date with their contributions to their old union and have its 
agreement to the transfer. The NASD, however, waived all such 
formalities and soon claimed a membership of 10,000 in the 
northern ports alone. Then it came out on strike in support of 
its claim to be represented on negotiating bodies, and also to 
show what a tough union it was. But when it was clear that 
the strike would fail the executive in London submitted to the 
judgment of the TUC, which declared that all the recruits in the 
northern ports must‘be expelled from the union and returned 
to the TGWU. 

This split the NASD in half. In the north the expelled 
members continued to meet and to pay contributions, but there 
was no longer any contact with London, where the truculent 
Mr Richard Barrett and his two chief lieutenants had been 
succeeded by new leaders anxious to abide by TUC rules—and 
probably not keen to be swamped by hot-heads from the north. 
There was no question of collusion, therefore, between the 
parties in last week’s case. 

The court did not accept the defendant union’s plea that the 
Bridlington agreement (which the plaintiff said he had never 
heard of) was part of the implied terms of contract, and ruled 
that it was in any case only relevant to what a union as an 
entity should do; it gave the union no power to expel a member. 
This judgment raises a dilemma. It needs to be welcomed by 
those who value the rights of the individual, for it is an essential 
right that a man should be allowed to belong to the union that 
he wants; but it is a pity that it should give victory to the 
least responsible section of a union that has given a great deal 
of trouble in the past. Worse still, the TUC has seen demolished 
at one blow an important part of its arrangements to prevent 
friction between unions, and friction between unions means 
strikes. It is most unlikely that the TUC will be able to 
substitute other arrangements in time to prevent the recurrence 
of serious friction in the docks, 
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Algerian Shadow over Paris 


HE French parliament has granted M. Molilet’s government 

apecial powers to act by decree that are probably greater 
than ever M. Daladier had in wartime. M. Lacoste, the minister 
resident in Algeria, cam search, requisition, arrest. He is also 
getting military reinforcements for the control of the situation : 
two crack French divisions from Germany are to reach Algeria 
et the beginning of next month; the fleet is being brought to 
bear and so is the air force, waiting for its new helicopters. 
The question now being asked in Paris is to what use will 
these powers be put: can peace be brought out of this un- 
declared war? 


M. Mollet wants to combine the show of force with gestures 
to concitiete the Moslema One of the first decrees under the 
new powers ains widening Moslem representation in the 


at 
administration of the country. There is even a question of a 
nild agrarian reform. But machine guns tend to silence moder- 
was significant that M. Lacoste on his 
return from Paris was greeted by the resignation of the Moslem 
of the Algerian’ Assembly. This was a symbolic 


For this reason the mood of French socialists is anything but 
happy despite the almost unanimous vote which the govern- 
ment obtained for the special powers. The conservatives support 
i because it is so convenient to have a repressive policy in the 
hands of a Socialist premier. The fact that the Communis‘s 
voted for the special powers provides the government with a 
temporary respite on its left flank, though this Communist 
ghield would be removed in case of a mass mobilisation and a 
war. The Communists could then tty to make capital out of 
working class discoritent, but they would not be the only ones 
to benefit. The Poujadists would thrive in a climate in which 
reason ig suspect, and they could recruit their shock troops from 
the French Algerian malcontents. This is why many of 
M. Mollet’s supporters are appealing to him, sincerely para- 
phrasing a once famous Socialist pamphlet : make peace quickly, 
or sign the death warrant of the Republic. There is tension 
beneath the quasi-unanimous parliamentary facade in Paris, 
because more than Algeria will be at stake in the next few 
weeks. Can the skill of politicians arrest the march of a military 
machine, once set in motion? 


Growing Pains in Bahrain 


HAT was behind the stone-throwing, strikes and shooting 

that have upset the calm of Bahrain island? Because 
these happened to coincide with the passage of Mr Selwyn Lioyd 
@n route for Seato, and because the clamour included cries for 
the dismissal of Sir Charles Belgrave—the Ruler’s British 
adviser—they have been labelled anti-British. But their anti- 
British character was incidental to their main cause, which is 
social. 

Bahrain until 1954 seemed a paradise of prosperity and con- 
tentment under its benevolent autocrat, Sheikh Sir Sulman bin 
Hamad al Khalifah. By then a combination of prosperity from 
oil, education, and a site on a major air route, had afforded 
new chances of seeing other countries, and there emerged @ 
nationalist movement led by a Supreme Executive Committee. 
Its demands for a trade union and a labour law were the main 
grounds for a general strike in 1954; it also asked for the 
establishment of elected legislative and executive councils and 
for administration of the departments of education and 
health by elected committees. The first of these last two 
demands was met in February; the second election takes place 
this month. A third reasonable request which the Ruler is 
about to meet is for codification of local law, much as Egyptian 
law has lately been codified, so as to bring to an end the 
admixture of religious law and customary law that is practised 
at present. An eminent Egyptian jurist, Mr Sanhoury, will 
start work on this task in May. 

The Ruler is moving, therefore, along the road desired by a 
younger generation, but each step prompts demands for more. 


641 
There are about eight hundred Bahrainis being educated in 
Egypt, so that its influence is constantly renewed. There is 
much local listening to Cairo’s "Voice of the Arabs” programme 
and an Egyptian “Strength through Joy” ship visited the Gulf 
this winter. The cumulative effect of the new ideas thus 
imported is to stir up resentment at the privileges of the very 
numerous ruling family and at what a Bahraini, speaking on 
Cairo radio last week, called "the fetters of despotism”. By @ 
natural process of thought, British protection in general, and 
Sir Charles Belgrave in particular, are lumped in with the 
kind of rule that is being criticised. 

This development is inevitable. It will follow in other 
sheikhdoms and, ultimately, in Saudi Arabia. It has lagged in 
Kuwait only because everyone there is still fully employed 
enjoying the secondary boom that has followed on the colossal 
public expenditure of 1953-4. But it ts rich with anomalies. 
For instance, it is being encouraged by the Egypto-Saudi 
alliance as a healthy piece of Arab nationalism, without thought 
that it helps to germinate revolt against all royal despots, 
Saudis included. Secondly, the Bahrainis to whom the. anti- 
British impulse is congenial have given scarcely a thought to the 
hard fact that they have very little, beyond British protection 
dating from 1880, to preserve their rich and covetable island 
from absorption either by Saudi Arabia, or by Iran. 


Storm over Rates 


HE Government has been encountering a deal of trouble 

about rates. Last Friday, a Labour backbencher’s Bill, provid- 
ing for the re-rating of industry and freight transport (with 
the customary, all-party, cowardice it left out agriculture) was 
unexpectedly given a sécond reading in the Commons in the 
face of Government opposition. Although this defeat was due 
to the fact that less than a quarter of Conservative MPs 
bothered to turn up, and although the Bill is almost certain to 
be killed at a later stage or else left to die a private member’s 
Bill’s natural death, it was a sign that many members, includ~ 
ing a number of Conservatives, feel strongly about present 
rating inequities. Meanwhile local shopkeepers, urged on by 
the National Chamber of Trade, are planning to lodge mass 
appeals against the new valuation lists, and to delay paying 
their rates until the eve of their being sued for them. This 
excitable and frankly irresponsible campaign could cause quite 
lengthy delays, and create considerable financial difficulties for 
some local authorities. 

The Minister of Housing has now published a White Paper 
(Cmd 9718) containing a broad comparison between the old and 
the new valuation lists. There are some fascinating revelat- 
fons in this paper; lt shows, for example, that as much as one- 
third of the non-domestic rateable value in the country is con- 
centrated in Greater London. But the most immediate point 
of interest is that housing now accounts for slightly under 50 per 


‘cent of rateable values in England and Wales, compared with 


60 per cent previously. The general effect of the new lists is 
that the average householder should pay about one-sixth less 
in rates, while the average occupier of a shop, business or office 
should pay about one-third more. 

These averages, because of striking variations between areas, 
are a misleading guide to how individual ratepayers will fare, 
But they are probably meaningful enough to incense rather 
than to soothe the protesting shopkeepers. The new valuation 
lists do establish much greater uniformity within each class of 
property, but they make the relationship between the different 
classes themselves still more anomalous. At the next valuation, 
in five years’ time, it is intended to put housing assessments on 
the basis of current instead of prewar valuations. That will 
ease the shopkeepers’ burden. But the attempt will certainly 
provoke a strong outery among householders, who will by then 
have got used to the new lists. This prospect of an endless see- 
saw of objections vitiates the Government’s otherwise under- 
standable argument: that it should not make any announce- 
ment about industrial re-rating until it has settled its plans 
for a wholesale reform of local government finance. Sooner 
or later the rating laws will have to treat all types of property 
alike, as logic and equity dictate. The sooner the Government 
gives public recognition to this fact, the easier it will be to get 
the present valuation lists accepted as a reasonable interim 
measure. 
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Spring Fever in Scandinavia 


ABOUR relations in Scandinavia, which so rarely come to a 

crisis, are suffering a bout of spring fever. The general strike 
in Finland, which had virtually halted the country’s industries 
for 20 days, has ended just as the biennial wage talks in 
Denmark broke out into epen conflict. So far as is yet known, 
the Finnish unions have won only part of their original demands, 
which included a blanket increase of 12 marks (roughly 442d) 
an hour to cover the recent jump in the cost of living, as well 
es substantial rises to match the growth in productivity. They 
chose a bad time to stand and fight. The bitter winter has frozen 
the harbours, so that the strike has had little effect on exporting 
firms. The unions are secretive about their finances, but 
their strike funds are low and towards the end there was much 
hardship among workers’ families. Plainly the unions, federat- 
ed in the SAK, expected the mere threat of action to win their 
ends—as it has dome several times since the war—and then 
found themselves leading a strike for which they were not 
properly organised. 

In Denmark there has been equal bitterness, deepened by 
the fact that the Danish economy, in contrast with its neighbours, 
has been suffering this winter from an unemployment rate 
of 10 per cent and more. Despite this, the wage talks in several 
industries had come near to agreement last weekend, when about 
35,000 men—seamen, plus some transport and metal workers— 
decided to come out to enforce their claims. About as many more 
including builders, electricity workers and shipyard men, then 


threatened to follow suit in the middle of the week. The 


employers replied with a counter-threat to lock out almost all 
the men under their control, including those in many industries 
where agreement through negotiation still seemed possible. In 
both Finland and Denmark the action taken seems to have 
caught the country by surprise, if only because in neither case 
did the unions seem to be in a strong position to strike. The heat 
engendered may have lasting effects; and both countries may 
look with envy towards neighbouring Sweden, where the annual 


negotiations were brought to a peaceful and moderate conclusion 
last month. 


The Dwindling Police 


HE need for the substantial increase in police pay which 
was awarded at the end of last year is fully confirmed by 
the picture of a dwindling and overworked force drawn in 
the annual report on the county and borough police forces. 
The provincial policeman suffers all the disabilities of the 


Louis Napoleon’s Heir 


The Emperor of the French has obtained by the birth of an 
Enfant de France, on Sunday, an heir to his power, and 
around the infant there is gathered immediately the hopes 
and the fears of France and Europe. The former we think 
largely predominate. In. perfect contrast to the first Napol- 
eon, when the King of Rome was born, Europe dreaded from 
that event the consolidation of his empire, and France had a 
feeble but vain hope that it might lessen his devouring 
ambition, the present Ruler of France finds nearly all Europe 
delighted at the birth of his son, regarding the continuance 
and the consolidation of his power as essential to its security, 
and France is without one misgiving that the event will ensure 
its tranquillity and extend its prosperity. Such has been the 
skill with which the Emperor has hitherto conducted his 
Government, that instead of finding, like his uncle, enemies 
everywhere, even in those who flattered and obeyed him, he is 
surrounded by friends; and the bulk of the people of Europe 
hail an event which is likely to ensure the stability of his 
throne with marked satisfaction. Edinburgh has prepared an 
address of congratulation, Birmingham has taken a similar 
step, Brighton is doing the same, and other places will 
follow. ... No man now can venture to “predict the future 
of princes or the political destiny of Europe ; but the contrast 
just alluded to, and the circumstances of the moment, are all 
favourable to the general belief that the birth of the young 
Prince will tend to ensure stability to the institutions of 
France and prosperity to Europe. 


The Economist 


March 22, 1856 
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London bobby. But, welcome as the increases are to the 
force, in the provinces as in London, they still hardly 
meet two of the main disincentives to police work as a 
career: the very slight increase in pay for the long-service 
constable who is not one of the few to rise to the rank of 
sergeant or above, and what the report calls the "incon- 
veniences of shift or split duties spread over unusual hours”, 
In an age when the presumption grows that all men have a 
right to work certain conventional hours in the twenty-four 
and no other—except at overtime rates amounting almost to 
bribery—this hits police recruiting hard. It cannot easily be 
altered, at least until criminals choose to work a five-day 
week from nine to five-thirty like everybody else. But it 
would be possible to introduce a steeper pay-scale favouring 
seniority for constables and perhaps to extend to the police 
the new service principle of differential pay for men signing 
on for a long period. The provincial police should also extend 
the system of examinations for promotion to sergeant’s rank. 

The extent of undermanning is serious. A deficiency of 
5,655 on an establishment of 53,647 is over ten per cent; and 
the establishment is not generous in terms of the increase in 
police duties since before the war. The fact that indictable 


offences continue slowly to fall, and the proportion of cases 


cleared up continues to rise, is partly due to the mechanisation 
and reorganisation which enables fewer policemen to cover 
more ground ; but economic forces also play their part. And 
the provincial, like the metropolitan, police are still put in an 
invidious position by unenforceable laws on betting, vice and 
road traffic. As the provincial figures show, temptation is 
spread in the policeman’s path, and a small minority succumb ; 
no doubt the horrifying instance recently cited by Mr Ede of 
an entire (though un-named) county force that came under 
the ”virtual control” of a bookmaker is altogether exceptional. 
But it certainly reinforces the case for easing the policeman’s 
lot by improving the law he has to enforce as well as his 
material condition. 


Korea Counts its Nixons 


R Eisenhower had barely declared that he was willing to 
serve another four-year presidential term before Dr Syng- 
man Rhee startled South Korea by announcing that he for his 
part was not. In Seoul as in Washington, it is nothing new for a 
presidential candidate to play hard to get. Before the 1952 
elections, Dr Rhee exhibited reluctance and was duly prevaiied 
upon to stand for the presidency by a brisk campaign of 
demonstrations in his favour. This year he used sharper shock 
tactics, making his plea that younger men should be given a 
chance just after his Liberal party’s congress had unanimously 
nominated him. The party organisers were, however, only 
momentarily shaken, and public demonstrations to induce him 
to change his mind got under way a few days later. 


Although nobody in Seoul may take Dr Rhee’s shyness at its 
face value, most of his supporters realise that if the octogenarian 
president is to serve a third term, serious thought needs to be 
given to the choice of a vice-presidential candidate. The 
opposition Democrats, too, while despairing of a victory over 
Dr Rhee himself at the polls, are casting about for vice-pres- 
idential timber. For both parties the problem is that hardly a 
single political figure has grown to full stature in Dr Rhee’s 
long shadow. 

The length of that shadow was clearly to be seen at the 
beginning of this month, when both Koreas commemorated the 
anniversary of the anti-Japanese rising of 1919. The propagand- 
ists in the North, still desperately rewriting history (and thus 
defying the new line given out at the Soviet Communist 
congress), denounced as “cowards” the thirty-three "bourgeois 
nationalists” who in that year issued Korea’s declaration of 
independence, and whom the South honoured as martyrs. The 
North’s difficulty is that no Korean Communist party existed 
before 1925 ; Dr Rhee’s advantage is that he is a living link with 
the early years of Korea’s struggle for freedom. He would, 
however, be able to improve his country’s relations with its 
only non-Communist neighbour if he could shake off some of 
his memories. One of the main points in his speech at the 
anniversary celebrations was that Japan was still dreaming of 
reconquering Korea. 
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AUSTRALIA 
to-day... 


This installation producing rayon acetate was 
recently completed at a cost of £6,000,000. R 
illustrates the great industrial strides being taken by 
Australia. With the help of overseas capital and 
“ know-how ” Australia is extending her secondary 
industries and offers attractive opportunities for 
both large and small enterprises. 


The Bank of New South Wales has assisted in 
the growth of Australian industry and has recently 
published a booklet of factual information entitled 
“ Establishing a business in Australia”. A free copy 
of this may be obtained from — 


BANK OF i 
NEW SOUTH WALES j 


MAIN LONDON OFFICE: 29 Thresdodedis Strest, £C2 


D. 1. M. Frazer, Meneger 
Midi one we cRemeboed Sectry Nino hearts dicen (URCORPORATED EE BEW SOUTH WALES WITH LIMITED LiasLiTe) 
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FRENCH 
\ RAILWAYS 


Step out of your train and into your car! You save time and 
you save trouble when you are met at the station by a French Railways 
self-drive hire-car. This special service for French Railway passengers 
operates in Paris and 100 other French towns. Its many advantages 
and its streamlined efficiency have proved invaluable to countless 
businessmen since the service was introduced five years ago. Make 
arrangements for your Renault 750 or Simca Aronde hire-car when 
booking railway tickets in this country. 

First Cless Fares Reduced. From 3rd June first class fares on the French Railways will 


be reduced by 18%, but the present high standard of comfort will remain the same with 
six seats per compartment by day and four couchette berths per compartment by night, 


FRENGH RAILWAYS 


Information, tickets aad reservations from any good travel agent 
or from French Railedays Limited, 179 Piccadilly, London, W1 
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Does wourw oftice 


bear looking at? 


The effects of time on everyday faces and 
places are seldom seen clearly. Our children grow 
up, our friends grow old, our offices grow shabby 
and we hardly notice the difference. 

Any business man who detects a need for 
improvement when he tries to see his own office 
as outsiders see it, is invited to get in touch 
with Catesbys Contracts. 

Catesbys have a team of expert decorators, 
designers and furnishers who will co-operate 
intelligently with you to give your office a 
comfortable atmosphere that befits and inspires a 
good business man. You'll find that Catesbys 
Contracts are organised to get on with the job fast 
and efficiently and that they never seek to push 
you into more expense than you want. 

They’ll do the whole thing, from first plan to laat 
fitting, then leave the place spick and span for you. 
Ring Museum 7777 and have an executive 
round to see you. 


CGateshys 


CONTRACTS & EXPORT LIMITED 
TOTTENHAM COURT ROAD * LONDON, W.I. MUSEUM 7777 


OUR SHOWROOMS FOR IDEAS ON BUSINESS FURNISHING 
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Books & Publications 





First Dominion 


THE STRUGGLE FOR THE BORDER. 
By Bruce Hutchison. 
Longmans. 510 pages. 30s. 


O read Mr Hutchison’s book is indulge in a certain suspension 

of disbelief. Can an author 0 thinks that it was Charles II 

“who never said a foolish thing nor ever did a wise one” merit serious 

attention as se historian? Can a writer who talks about George 

Washington's saddiebags containing “an invisible freight" of "a world 

war, a revolution, two nations and the boundary ‘line between them” 
be tolerable for 500.pages ? ; 

The answer to both questions is, surprisingly, Yes. ‘Though making 
no profession to be more than an amateur historian, Mr Hutchison 
does in fact know his Canadian history very well. As a narrator, 
though curiously unaware how anticipation and underlining destroy 
suspense, Mr Hutchison has genuine gifts. His trouble is that the 
march of time is no} rapid enough for his taste; he must always be 
jumping the column, running ahead to see what's round the next bend 
and then coming back to rob us of the thrill of finding out for 
ourselves. Nevertheless, because his book has a great theme, and one 
in which its author passionately believes, and because he has a true 
journalist's eye for the significant detail and the infinite variety of 
human behaviour, it is splendidly readable. It would be a thousand 
pities if the British reader, put off by initial appearances, were to pass 
it by, since it offers probably the best general account available of the 
remarkable development of the Canadian nation. 

The question that Mr Hutchison poses to himself—one all too seldom 
asked in Britain—is why nature’s obvious design, to make of North 
America one continental union, has been frustrated by history? Why 
did the United States fail to "take” Canada? Why did the American 
Revolution stop at the frontier? Why did Canada not lose the war of 
1812? Why did the growth of the Canadian nation proceed in defiance 
of all the natural lines of communication and of all the normal play of 
economic forces? .The answers are fascinating ones involving an inter- 
play of the forces of the frontier and of European diplomacy, of 
determined individuals and, as it often seems, of a kind of blind 
manifest destiny, above all of the working out of a distinctive. Canadian 
combination of liberty and order which is neither narrowly British nor 
merely North American. 

Mr Hutchison brings his story down to modern times, though 
English readers might have profited even more if he had expanded 
his treatment of the last thirty years. The modesty, for example, 
which has excluded from his pages all mention of the generous terms 
of the Anglo-Canadian loan agreement of 1946, may be taking for 
granted an English awareness that, unfortunately, does not always exist. 
But this book does at least remove the last excuse for ignorance in 
this country of how the first and greatest of British dominions establish 
ed and maintained its British independence. 


Colonies in Whitehall 


THE COLONIAL OFFICE. 
By Charles Jeffries. New Whitehall Series. 
Allen and Unwin. 222 pages. 1lis. 


HE Colonial Office may claim to be among the oldest British 

ministries and is certainly, in any objective assessment of Britain's 
world situation, one of the most important. Yet it may be doubted 
whether it is so regarded by British politicians. The Office’s years of 
greatest responsibility no doubt were in the nineteenth century, and its 
range was steadily diminished by the advance of self-government, 
leading to the creation of a separate Dominions Office in 1925. But it 
still has charge of the affairs of 77 million British subjects—half as 
many again as the Home Office ; and the fact that these are entrusted 
often to a rather junior minister is an indication of an attitude to 
colonial affairs traditional in Britain. 

As the author of this latest addition to the "New Whitehall Series” 
points out, this metropolitan indifference in the past has had its advan- 
tages for colonial well-being. It has meant that British colonial 
administrators, for the most part selfless men working within an 
enlightened and humane, if somewhat narrow, tradition, could pursue 
their work for long periods without interference from home and free 
of the pressures of local sectional interests operating through “lobbies” 
in Westminster. Against this it has meant that until recently territories 
in need of external economic aid have had very restricted chances of 
getting it from the United Kingdom; while territories suffering from 
real grievances have ultimately been thrown back on the classic method 
ef calling the British public’s attention to themselves—by acts of 
violence. There has often been a disproportionate ‘expenditure of 
metropolitan resources on trouble spots, such as Palestine, while equally 

mg cases, of lower nuisance value, had to go without. 

Since the war, however, there have been revolutionary changes in 
the whole conception of colonial responsibility. As more and more 
territories have taken on more and more of the management of their 
Own affairs, the Colonial Office has been gradually transformed into 
@ great clearing house of social, economic and technical resources, the 
is a credit even to the Cambridge University Press. 


headquarters of an extraordinary variety of field operations, of applied 
science, natural and social, and reseatch. By the Colonial Development 
and Welfate-Act of 1940, respectable sums of money were for the first 
time made. awaifable from the United Kingdom for colonial projects of 
long and short range and for scientific research on a continuing basis. 

Generally, the present study is factual in purpose and will be 
invaluable for reference. Anyone who has tried to acquire the infor- 
mation here assembled for himself or to make comparisons with other 
colonial powers will know what a gap has been filled. However, 
controversial issues are immediately recalled by the mere contemp- 
lation of these facts, and the author himself from time to time makes 
defensive allusions to them. Reference has been made in the reviews 
of the two previous volumes in the series to the possible advantages of 
having the studies written by detached outsiders instead of senior civil 
servants from within. In the present case the method has had one 
compensation. Perhaps no one but a senior colonial official, writing a 
vintage civil service English, could have conveyed so well the sense of 
intimacy—as.he styles it, the club-like atmosphere—which traditionally 
pervaded the transaction of business in the Office. With this atmo~ 
sphere, the target of generations of satirists, a great deal of unappreco- 
iated good, as well as the obvious bad, was dissipated, but it clearly 
could not survive in medern conditions. 

There is, however, one survival which has often; been judged anomal- 
ous, and that is the separation of the Colonial Office staff, who are 
home civil servants, from the Overseas Civil Service, whose normal 
careers do not, as in the Foreign Service, include regular tours of duty 
at home. Since 1930, when the amalgamation of the two staffs was 
rejected by the Warren Fisher Committee, the policy has indeed been 
to soften the rigidity of the system so far as possible by special tours 
and secondments. It was the practical difficulty of amalgamation which 
daunted the committee; even the unification of the Overseas Civil 
Service itself has proved impracticable till now, so various are the 
requirements and conditions of service in different territories. But the 
arguments in favour of staffing the Colonial Office predominantly by 
men who have served overseas and may expect to do so again are 
almost stronger n those in favour of facilitating the interchange of 
officials between one territory and another. 


The Start of English History 


INTRODUCTION TO ANGLO-SAXON ENGLAND. 
By P. Hunter Blair. 
Cambridge University Press. 397 pages. 30s. 

HIS book is intended as an introduction to English history from 

about 367 (the year of the first great attack on Roman Britain by 

a combined force of Picts, Scots and Saxons) to the Norman Conquest. 
It is thus traversing a period which has in recent years been illumin- 
ated by several’ notable books, and it may seem a bold venture te 
come into the field on the heels of Sir Frank Stenton and Miss White- 
lock, to mention no others. Yet the venture is justified: For the early 
part of the period in particular Mr Hunter Blair is a master of the 
archeological and linguistic material. He is not only fully equipped 
with a knowledge of what has been done both in this country and 
abroad, but (what is quite as important) with a feeling for what yet 
remains to be done. 

Perhaps the best pages in the book are those describing the conditions 
in which the Anglo-Saxon invasions took place. Mr Hunter Blair is as 
much at home in the Celtic as in the Anglo-Saxon sources, and it is 
hard to think that anyone will read these pages without profit. For 
the later part of-his period the reader may feel that the grasp of 
sources and the command of the subject are not quite so firm as is 
the earlier years. There are many interesting details, but the book as 
a whole somewhat falls to pieces. There is singularly little about the 
laws and the social system which they presuppose; there is rather toe 
little about institutions, and perhaps too much about the framework of 
words in which they were enclosed. It may be that this is the price 


that must be paid for an approach to the subject that has much te 
commend it. The author expresses it thus: 


The study of this period is at heart a study of sources 
and because this ought to be understood even by the 
novice, I have tried to tell him something about the 
evidence on which the narrative is based, about its 
weakness as well as its strength... The book is based 
at almost every point upon a firsthand study of the 
evidence, but I am not so foolish as to pretend that its 
foundations are everywhere of equal strength. The 
period is too long and the evidence too diverse for any 
one person to be able to take a firm grasp of the whole. 


All this is well said, and might serve as a model for others writing 
similar studies. Moreover the book everywhere shows a scrupulous 
regard for the principles thus laid down in the preface: there is not @ 
page that is woolly, and the judgments are firm and clear. Tee 
author eschews all exaggeration and shows throughout a devotion er 
his sources, and to his aim of telling the reader something about them, 
which is quite admirable. The result is an outstandingly honest and 
workmanlike book. Its scholarship is of a high order, and its production 
is a credit even to the Cambridge University Press. 
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AMERICAN SURVEY is prepared partly in 
the United States, partly, in London, 
Those items which are written in the 
United States carry an indication to 
that effect; all others are the work of 
the editorial staff in London. 





Spring Statistics 


Washington, D.C. 


HE first rivulets of the flood of statistics on the performance 

of the economy in 1956 are now being published, and they 
give a clear picture: the great American boom has reached its 
peak, at least for the moment. The number of indicators which 
are still mounting is extremely small ; many remain at virtually 
the same levels as in the last quarter of 1955; a few important 
ones have turned downward. Needless to Say, the peak is a 
high one. The level of economic activity, measured in almost 
any way, is still of record proportions. Statistic after statistic 
in February, while showing no change or even a decline from 
January, recorded a volume of business higher than in any 
other February in history. But the American economy must 
continue to grow in order to remain prosperous and reasonably 
fully employed. While there is no cause whatever for worry 
in the hesitation displayed by the economy sod far, and consider- 
able cause for relief, hesitation is not a satisfactory state of 
affairs indefinitely. Thus the question today is whether the 
hesitation will change to ‘expansion again later in the year, or 
whether it will turn into something of a recession. 

So far only two important sectors have shown any serious 
decline from the boom levels: motor cars and housing. Product- 
ion of automobiles has bé¢en cut back by about one-fifth from 
the November peak, and,some 85,000 workers have been laid 
off. But with the spring season of heavy sales approaching, 
most of the automobile companies have stopped reducing output 
and some are increasing it. If retail sales continue as strong 
as they have been so far (more new cars appear to have been 
sold last month than in any other February except 1955) 
automobile production will slump no ‘further and will continue 
at a rate of between 6.5 and 7 million cars a year. This would 
be a good year, exceeded only in 1950 and 1955. 

The number of new houses began to fall about September 
of last year and by December had slipped below the govern- 
ment’s target rate of 1,200,000 a year. But since that time two 
things have happened: money has become somewhat easier to 
obtain for mortgages and the demand for government-insured 
mortgages has started to rise again after a steep decline. The 
prevailing view is that housing starts will also begin rising 
again in the spring, or at worst will fall no lower than the 
recent rate of about 1,180,000 a year. Last year 1,330,000 new 
homes were begun. 

Elsewhere almost everything is stable. Personal incomes in 
January declined from December, but only because December 
saw an unusual volume of dividend payments ; wages and salar- 
fes were «practically unchanged. Unemployment, discounting 
the usual seasonal increase in winter, has scarcely risen at all, 
though this is in part explained by some withdrawals from the 
labour force. The best measure of total activity, the Federal 
Reserve Board's index of industrial production, has been steady 
for three months. Retail sales, adjusted for seasonal and trad- 
fing-day factors, declined a little in February, but they remain 
fully four per cent above the levels of a year ago. New orders 
for durable goods, while below last autumn’s peaks, continue 
to run ahead of sales. 

Which way will it go from here? Investors on the stock 
market, who, after all, do base their decisions on a few other 
things besides information on whether Mr Eisenhower will be 
President again, are clearly bullish. Almost al] the averages 
have broken through their previous highs as a result of « strong 
upswing that began in the middle of last month; previously 
the market had been falling off for about six weeks, presum- 
ebly in part because of the signs of hesitation in the economy. 
People who are struggling to buy steel and copper, or get early 


deliveries on such things as railway goods wagons, would find 
it hard to believe that the economy had ever stopped booming. 
What is more, with surprising unanimity the government's 
highly capable team of economists—in such agencies as the 
Federal Reserve Board, the Department of Commerce and the 
Council of Economic Advisers—appears to be sanguine about the 
outlook. Some of these even predict unequivocally that activity 
wil] turn upward in the second quarter. 


There are, broadly speaking, four fundamentally strong points 
in the outlook : 


First, businessmen are planning to spend even more on new 
plant and equipment than was forecast last autum. The 
expected increase over the near-record level of last year is put 
at 22 per cent. More important, it now appears that the rate 
of this spending will be maintained through the course of the 
year and will not decline, as was feared earlier, after the first 
three months. 


Second, construction in general is still amazingly strong. 
Building contracts awarded in January and February were 
21 per cent above last year’s record, although the amount of 
construction actually put in place during the winter was a little 
below the tremendous level of last year. The slump in resid- 
ential building is being offset, and more, by construction of 
offices, shops, roads and schools. 


Third, there is every prospect that incomes will not only be 
maintained but even improved. The minimum wage has just gone 
up from 75 cents to $1.00 an hour, directly affecting over two 
million workers. Many labour contracts provide for automatic 
increases in wages this year, and many others are subject to 
negotiation which will lead to such increases. Even farm 
income, while it will still be low, is unlikely: to continue to 
decline as sharply as in the recent past. Although a larger 
part of incomes than ever before is required to pay instalments 
on hire purchases, there is also, at present, more than ever 
before left over for new purchases. And the Federal Reserve’s 
annual Survey of Consumer Finances, just published, is the 
most optimistic since the series began in 1949 on the questions 
of how people feel about their own financial position, about the 
state of business, and about their plans to buy such things as 
houses and automobiles. 


Fourth, governments—federal, state and local—will be spend- 
ing more more and more as the year goes on. The increase in 
expenditures by state and local governments is normal for mod- 
ern times, but the prospective increase in outlays from 
Washington reverses the downtrend of the last three years. 


Despite all this, many economists outside the government 
remain rather more pessimistic than those inside. A substantial 
number apparently still feel that at some point this year there 
will come a quarter when activity will be lower than in the 
preceding quarter. Such a development, of course, while 
scarcely catastrophic, would involve some increase in un- 
employment and possibly have some political repercussions. 
Fears centre mainly on the possibility of a shift away from the 
accumulation of inventories—if businessmen simply stopped 
adding to their stocks, the gross national product would fall 
by $5 billion at annual rates—and on the prospect of a decline 
in purchases of consumers’ durable goods, mainly automobiles. 


' Practically no one, however, looks for any serious setback this 


year. Even many of those who predict some slackening believe 


that the economy wil] be on the upswing again before the year 
is over. 
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Late Hours for Mr Dulles 


OME from his trip to Asia, Mr Dulles will have found that 

the problems of the Middle East have kept even President 
Eisenhower "working long hours...ffar into the evening”. 
Uppermost on the list of anxieties is the threat of a war between 
Israel and its Arab neighbours. Since Sir Anthony Eden's visit to 
Washington, the Administration has'redlised that the Tripartite 
Declaration of 1950 can be enforced only if the United States is 
prepared to send troops to guarantee Israel’s borders. For 
constitutional and political reasons, this is an eventuality which 
no Administration cares to face. Moreover, experts in the State 
Department are now conceding that America’s equivocal attitude 
towards the Baghdad Pact and the tendency of the present 
Administration to favour a strong Egypt have, in fact, aggravated 
the threat of an Israeli-Arab war. Pointing out that this latest 
phase in the Middle East orisis was provoked by the Russian 
sale of arms to Egypt last August, the Israelis have for the last 
five months been asking the United States to Sell them 
substantial gmoumts of military equipment. So far, the State 
Department has given no definite answer, but recent hints by 
Bic Eisenhower suggest that he may agree reluctantly—and so 
continue the "arms race”—while hoping to arrive at "a better 
solution”. : 

There are indications that this “solution” may be a plan 
empowering some kind of multi-national commission to warn the 
United Nations of possible threats of aggression and able to 
recommend swift action to preserve peace. It is not yet clear in 
what way such a commission would be an improvement on 
General Burns's Truce Supervisory Organisation or precisely what 
America’s role in it would be. But the idea is obviously designed 
to bring about a relaxation of tension without committing the 
United States to a tripartite military action and without 
bringing the Soviet Union into the picture. 

The Israeli-Arab problem, however, is only the most urgent of 
many. Eighteen Senators have joined in an appeal to the United 
Kingdom to allow self-determination in Cyprus and the 
“sympathetic concern” conveyed to the Greek government by the 
American Ambassador to Athens certainly expresses the feeling 
of American public opinion. The President.has said that he is 
ready to do anything "reasonable and practicable” to settle a 
dispute between “two of our very best friends” which is 

. threatening the entife Balkan flank of the North Atlantic 
Treaty Organisation. American policy in the Middle East ts 
unhappily torn between a genuine dislike of British and French 
colonial policies and a growing realisation that gains by local 
nationalists are now frequently gains for Soviet diplomacy. 


Flexible Foreign Aid 


HE new features of this year's foreign aid programme are 
neatly all directly designed to answer the flattering 
Russian imi#tation of American economic assistance. For 
President Eisenhower, as he made clear in his message to 
Congress this week, is well aware that technicians and loans 
can be as aggressively expansionist as are soldiers and tanks 
—and need to be countered as quickly. He therefore asks for 
a new fund of $100 million to meet special economic problems 
which may arise in the most critical area of today—the Middle 
East and Africa. He also wants another $100 million to match 
the sum appropriated last year for Asian economic development, 
and yet another $100 million for hig own emergency use. These 
requests are all intended to give the pregramme greater 
flexibility, to provide funds which can be made available quickly 
when needed suddenly, without applying to Congress. 

The most controversial section of the President's | same 
would also cost not more than $100 million a year. He wants 
authority to make commitments for economic aid for periods of 
up to ten years, in order to help long-term projects of develop- 
ment and to encourage other countries and international agencies 
to invest in them ; the Aswan Dam is the classic example of this 


type of scheme. But the amount which the President envisages | 


spending each year hardly seems worth the struggle with 
Congress which the proposal is sure to involve. It has been 
under discussion for some time and prominent members of both 
houses, notably Senator Knowland, the Republican leader, and 

George, the Administration's Democratic ally, are still 
firmly opposed to a measure which would weaken congressional 
authority over government expenditure. 
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Apart from anything else, this proposal suggests that foreign 
aid is going on indefinitely, which few Congressmen think it 
politically wise to admit openly. The same suggestion also 
comes from the fact that the total request for funds, $4.8 billion, 
for the coming fiscal year is nearly twice as much ‘as Congress 
provided for the current year. The reason is that the foreign 
aid authorities have been living on money appropriated in more 
lavish days. But now the Budget is balanced and the backlog 
of arms and equipment which has been ordered but -not yet 
delivered is valued at only $3 billion. Increased spending is 
necessary if the flow of military assistance is to go on. 

One of the main items in this flow will be "advanced 
weapons”, which apparently include guided missiles; $195 
million is to-be spent on these for North Atlantic Treaty 
countries this year, and altogether $530 million is asked for 
them. These European countries get no economic aid, which 
is reserved almost entirely for the Middle East, Africa and Asia, 
and amounts altogether to $1.6 billion. Roughly the same sum 
is wanted for military assistance to these areas, where "serious 
risk of aggression still exists” and which are to get mare than 
half of the total amount of military aid, if the President's 
request is granted. But Congress is even more inclined than 
usual to do some drastic cutting somewhere in the programma 


Their Boy Dick 


N New Hampshire’s extremely complex primary election, ‘in 
which the people of the state are given a chance to express 
their preferences among their party's presidential candidates, 
voters are allowed to write in names of their own choosing. On 
March 13th, 22,202 Republicans put Richard Nixon for Vice- 
President on their ballots. This was totally unexpected and a 
stunning blow to the many Americans, both at large and in the 
senior councils of the Republican party, who hope that President 
Eisenhower will be able to drop Mr Nixon from his team in the 
coming election. Mr Eisenhower himself had done little to 
encourage this hope, though he had not been absolutely specific 
in his endorsement of a second term for the Vice-President. 

On the morning after the New Hampshire primary, Mr Eisen- 
hower declared flatly that he would "be happy to have Mr Nixon 
on any political ticket”. This success, which Mr Nixon did not 
even have to fight for, and the fact that Governor Herter of 
neighbouring Massachusetts, who has been prominently in view 


‘as a possible substitute for the Vice-President, received only 


2,742 votes, confound those experts who have hinted to Mr Eisen- 
hower that Mr Nixon would be a grave liability to the 
Republican cause. The ambitious young man whom the President 
has called "my boy Dick” clearly has friends outside the White 
House. 

Mr Nixon’s unexpected triumph diverted attention from what 
had been featured as the main event—the first race between 
Mr Adlai Stevenson and Senator Kefauver, the principal 
contenders for the Democratic nomination. New Hampshire has 
long been Senator Kefauver’s happiest hunting ground and 
Mr Stevenson did not choose to campaign in what is, after all, 
a smail state with few Democratic voters. But supporters of 
Mr Stevenson campaigned for him and consequently both camps 
put up a complete list of delegates pledged to support their 
candidate at the national convention. All of Senator Kefauver’s 
men were elected and he received 21,604 votes to Mr Stevenson's 
4,016. This is a much more one-sided result than had been 
forecast. The real test then came in Minnesota, where Senator 
Kefauver trounced Mr Stevenson in a fair, straight fight. 


South of the Twentieth Century 


FROM A CORRESPONDENT IN MISSISSIPPI 


Ss a Negro lawyer told a regional meeting of the 
National Association for the Advancement of Coloured 
People that "the mental attitude in Mississippi is such that all 
the white people and 99 per cent of the Negroes believe 
desegregation there impossible.” This statement is indicative 
of the hardening of public opinion to the point where every 
white citizen will have to declare himself for racial segregation 
or be silenced. Already, the only real fight being put up in 
Mississippi—a state in which two million white people face 
mearly one million Negroes with increasing bitterness—is @& 
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rearguard action on the part of a few clergymen, teachers, and 
editors in defence of freedom of thought. Unanimous support 
for doctrines of "white supremacy” is the order of the day in an 
e@itmosphere reminiscent of the period before the Civil War. This 
is true in spite of the declaration of one prominent churchman 
that "segregation is un-Christian,” and in spite of the outspoken- 
mess of Mississippi’s most distinguished citizen, Mr William 
Faulkner, who has declared : 

We accept insult and contumely and the risk of 

violence because we wil] not sit quietly by and see 

our native land, the South, not just Mississippi but 

all the South, wreck and ruin jtself twice in less 

than a hundred years, over the Negro question. 


The conflict over racial segregation has touched nearly every 
aspect of life in Mississippi, and signs of dissent at the two main 
universities in the state have led white supremacists, who have 
long equated support for racial integration with communism, to 
demand a "general housecleaning in the halls of learning”. In 
the eyes of many, this means a frontal assault not only on those 
who would uphold laws banning segregation but also against 
all who entertain any but the most conservative views on race, 
politics, economics and religion. 

Strangely enough, the Citizen’s Councils—groups of white 
males dedicated to the defence of segregation—have been 
condemning the use of violence against the Negro. Recent 
attempts at intimidation, including the murder of a Negro boy, 
have discredited Mississippi in the eyes of the rest of the country 
and President Eisenhower called for a congressional] inquiry in 
his Message on the State of the Union. Even "the South’s 
mightiest champion of the white race”, Senator James Eastland, 
*due north of whom lies the twentieth century”, has moderated 
his tirades against the Supreme Court and the federal govern- 
ment. These shifts have perhaps been due in part to fear of 
discouraging outside investment in a state whose income a head 
is the lowest in the country, but are probably more a strategem 
to force moderate whites "to stand up and be counted”. The 
State Governor, Mr James Coleman, has suggested a programme 
“stern on the matter of preserving segregation”, but ’temperate 
in its approach”, and- has promised that "the full weight of the 
government wil] unfailingly be used to the end that Mississippi 
will be a state of law. and not violence”. The new Governor 
has also thrown his powerful influence against various schemes 
to “nullify” the Supreme Court's ruling against segregation in 
publicly financed schools because these schemes imply the use 
of force by the state. This would not only constitute treasan but 
the Governor also knows that "Mississippi can’t whip the whole 
United States”. 

But Governor Coleman believes that the federal government 
will never be able to force racial integration on his state. 
Mr Coleman does not even think that it will be necessary to 


abolish the publicly financed schools, though the State Legis-. 


iature has given him authority to do so. This body has also 
provided him with a legal arsenal which includes a "pupil 
assignment” law (seemingly based on public health, welfare, 
eafety and morals), the repeal of compulsory school attendance 
jaws, and numerous measures directed against the NAACP. 
These include the prevention of unauthorized practice by out-of- 
state lawyers, the legal right of businessmen to choose their 
customers and thereby exercise economic pressure on Negroes, 
end an extension of the laws on libel. To make good the claim 
that "separate but equal” facilities are the best solutions for both 
races, the largest appropriation of funds in the state’s history 
has just been passed for segregated schools. 


* 


Regardless ot the causes, the belligerent determination: of 
Mississippi whites to maintain their traditional way. of life is 
apparent on every hand. Outside agitation arouses fierce 
emotional resentment even among more moderate Mississippians, 
and much of the liberal veneer exhibited by college students 
since the war has vanished. A few students who, in a 
mimeographed phamphlet, have satirised the case for segregation 
have been threatened with physical violence—by other students. 
A visit to any meeting of a Citizen’s Council brings abundant 
proof of the inflexible resolution of those present to keep 
Mississippi a white man’s country. 

Everyone agrees that rélations between whites and Negroes 
have sadly deteriorated in recent months. Fear and hatred have 
gripped both races to a degree unknown since the bloody days 
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after the Civil War. So far the Negroes have not demanded 
admission to white schools in the courts and the federal govern- 
ment has taken no action. It is true that there have been many 
instances of economic reprisal against recalcitrant Negroes and 
a few sympathetic whites, but this is probably a time of gathering 
forces before the inevitable storm. It is doubtful if any but 
the die-hards believe that legal segregation can be maintained 
for ever, but the vast majority of whites are going to try hard. 
Negro leaders have shown a remarkable constancy, secure in 
the knowledge that time is on their side, and the coloured people 
as a whole maintain the masterful silence that is so characteristic 
of their race in this part of the world. When the organized 
determination of the whites runs head-on into the power of the 
slow-moving federal government only the frivolous can hope for 
peace. Once the "storm centre of secession”, Mississippi presents 
today the prospect of a people about to be engulfed in a@ 
maelstrom completely beyond their control. 


Encore for Mr Bricker 


tattered ghost, in a faintly new disguise, is once again 

haunting President Eisenhower's Administration. On March 
5th, the Judiciary Committee of the Senate overwhe)mingly 
approved an amendment to the Constitution designed to limit 
the powers of the President in the negotiation and conclusion 
of foreign treaties and agreements. Sponsored by Senator 
Dirksen of Illinois, the proposal is, in fact, a slightly modified 
version of a measure first conceived by Senator Bricker in 
1953. In order to curtail the workings of "secret diplomacy” 
and “internationalism” through which President Roosevelt and 
President Truman had allegedly involved America in improper 
foreign commitments, Mr Bricker drafted an amendment that 
would have given Congress and the individual states a say in 
every treaty. Bitterly opposed by the Administration, even a 
redrafted version failed by one vote to obtain the necessary 
two-thirds majority in the Senate. Now, two years Jater, 
Mr Bricker and his supporters in the right wing of both parties 
are trying again. 

The text draftea by Mr Dirksen states that: 


A provision of a treaty or other international 
agreement which conflicts with any provision of 
this Constitution shall not be of any force or effect. 


As constitutional experts have been quick to point out, the 
words "any provision of this Constitution” contain a crippling 
threat to the powers of the President in the conduct of foreign 
affairs. For "any provision” includes the Tenth Amendment 
which provides that powers not specifically delegated by the 
Constitution to the federal government are reserved to the 
States or to the people. Modern treaties, however, contain 
countless provisions not envisaged by the Constitution and this 
could mean that diplomacy might become subject to intermin- 
able partisan debates and legalistic challenges across the United 
States. It would also mean that objections from defenders of 
“white supremacy” in the South could keep the United States 
from effective participation in many activities of the United 
Nations in the field of human rights and labour conditions. 

President Eisenhower has re-affirmed his opposition to any 
curtailment of the prerogatives of the Executive but has not 
yet discussed the Dirksen Amendment as such. He is, however, 
to confer on it -with the Secretary of State, the Attorney 
Genera] and leading Republicans in Congress. 


SHORTER NOTE 


The increase in railway freight charges which recently went 
into effect is not as substantial as the railway companies 
had hoped. They asked for a general rise of 7 per cent 
in all rates; the Interstate Commerce Commission allowed 
a maximum increase of only 6 per cent and put a ceiling 
on the inerease in actual cash charges permitted on a number 
of important commodities, notably coal, lumber, fertilisers and 
many agricultural products. This means that producers who 
are a long way from their customers will not be so badly 


penalised In comparison with competitors who are nearer to 
the main markets. 
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The World Overseas 


Nasser Imports Bandoengism 


FROM OUR CAIRO CORRESPONDENT 


HE communiqué issued after the Cairo conference of Colonel 

Gamal Abdel Nasser, King Saud and President Shukry el- 
Kuwatly was in its generalisations so like many earlier Arab 
conference declarations that its difference passed unnoticed by 
many people. It eschewed the vituperative jargon of nationalism 
in favour of that studied moderation of language which was 
Nehru's spiritual contribution to Bandoeng. The "interference 
of great powers” and the possibility of “pressure” replaced the 
“imperialist aggression” of past pronouncements. East and West 
were lumped together impartially in a single phrase: "the evils 
of the cold war”. 

This vocabulary was deliberate and it wag Colonel Nasser’s. 
Throughout the conference people close to him were stressing 
the constructive intention that he had in calling it and his 
Gesire to create @ policy for the Arabs, not to attack the policies 
of others. The emphasis was on defence and protection: 
protection of the Arab world against pressure from the Baghdad 
Pact countries, protection of the Arab character of Buraimi and 
Oman, defence against Israeli aggression, The meaning was 
clear; having fought a good fight against the policy of Britain 
and Iraq the conference wished to offer Britain and the United 
States no reason for thinking that the policy of the three 
participating Arab states was deliberately anti-Western, or for 
Russia to expect them to further against the West the cold war 
they have characterised as evil. 

Alooiness from both East and West may be termed the spirit 
of the conference, and although one may foresee the wretched 
realities of opposition and propaganda reasserting themselves in 
political practice, the grounds for cynicism are not necessarily 
enlarged. Vocabularies are important in the Arab world, It is 
therefore well worth noting that the self-appointed leaders of 
“the Arab Nation”—that phrase significantly enshrined in the 
new Egyptian Constitution—should refuse to spend the debased 
currency of nationalist language. 

But the policy enunciated leaves’ no room for current British 
policy in the Arab Middle East. Egypt, Saudi Arabia and Syria 
have, through their three leaders, declared that the Arab Nation 
exists and must be freed from the ties which bind it to great 
powers. The principle is applied immediately to the Baghdad 
Pact, but by wording which carefully restricts the signatories’ 
Opposition to the extension of the pact in the Arab world. This 
is logical enough, for Egypt has an agreement with Britain, did 
once declare its approval of a similar Anglo-Iraqi agreement, and 
knows perfectly well that Jordan cannot be made financially 
independent. Presumably, Iraq can have its northern tier as long 
as it builds no struts down into the Arab world. Nevertheless, 
the ultimate end of the policy can only be intended to mean 
an Arab world freed from all ties and, since most of the remain- 
ing ties are with Britain, the communiqué tacitly invites the 
Foreign Office to recognize that a steady withering-away of its 
formal positions must take place. The communiqué implies that 
those formal positions should be replaced by trustful friendship, 
and that current British policy has no future as far es Egypt, 
Saudi Arabia and Syria are concerned. 

There have been no indications yet that the British Government 
is inclined to take this hint. Yet anyone who is familar with 
the lower ranges of the pack of cards in the Middle East (as 
opposed to only the court cards) knows that it is over-smug to 
imagine that Jordan’s rebuff to the Cairo conference calls Colonel 
Nasser’s leadership of the Arab Middle East in question. But the 
Jordanian position is not immutable apart from the inescapable 
necessity of British financial aid. The evolution of events there 


is not complete. Popular opinion, which will find the Cairo cem- 
muniqué emotionally more satisfying than hard-headed assees- 
ments of the British connection, wi not live forever content 
with the glory of Glubb’s departure. Of more importance than 
this transient aspect is the continuity of collaboration between 
Egypt, Saudi Arabia and Syria since the formation of the Arab 
League. It has been interrupted only briefly during the past 
twelve years, and, as they have stood together so long, one 
might reasonably assume their ability to stand together on this 
policy. In resistance to British policy they are more formidable 
than the entire, but divided, League. 

Finally, there is the undoubted fact that Egyptian policy is 
popular in the Arab world. To ascribe its success to Saudi bribery 
is to ignore the fact that this leads a regiment of Arabs from 
behind ; they were on the march long before it started. Jordan 
may stand firm, Syria is unstable enough to change overnight 
and break the trinity. But Nasser has tapped the well of Arab 
sentiment, and that will not readily change. He can afford: to 
be moderate. He hardly needs to be clever. British policy, as 
one sees it here, has become increasingly isolated from Arab 
thought and feeling. More than ingenious diplomacy will be 
needed to save it from more of those setbacks it has. suffered 
since it reached the peak of opportunity at the moment of signing 
the. Anglo-Egyptian Agreement in October 1954 


Mr Menzies Attacks Inflation 


FROM OUR CORRESPONDENT IN SYDNEY 


R Menzies’ anti-inflationary programme, announced last 

week, may mark a turning point in Australian financial 
history. Like Mr Butler’s supplementary budget last October, 
it stands on the tripod of dearer money, heavier indirect taxes 
and increased company tax. Again like Mr Butler’s measures, 
the Australian announcement came somewhat suddenly out of 
the blue in the off-season. And there is a third analogy. Though 
the courage of Mr Menzies’ action is everywhere acknowledged, 
its timing gives rise to questions about the part that political 
disingenuousness has to play in a modern full-employment 
democracy. 

Mr Menzies’ measures have come after a standstill pre-election 
budget and after an election campaign (deliberately brought 
forward six months) in which government speeches made no 
reference to economic problems. The last Australian budget in 
which taxes wefe increased was four and a half years ago—the 
celebrated “horror” budget of 1951. In Australia the tactical 
problem of taking stern measures without giving the electorate a 
chance to pass judgment immediately before or afterwards is 
fantastically complicated by the triennial vote and the further 
complications of the Senate, The latest fiscal measures are in 
reality retrospective corrections of the two previous budgets. 
Further, Mr Menzies had to concentrate his toughness for the 
future into this unusual month of March as well, because he will 
have lost control of the Senate by the ncxt normal budget time 
in September. 

Considering the jerkiness of these rare and sudden doses of 
harsh medicine, the public reaction to the latest measures has 
been by no means bad. But in these circumstances the measure- 
ment of an appropriate dose for the times is bound to be some~ 
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thing of a hit or miss affair. The new taxes will undoubtedly 
dampen the demand for imports. Some indirect taxes. especially 
those on petrol and tobacco, are designed to check the appetite 
for imports which could not, without a restoration of domestic 
coupon rationing, be physically controlled on a quota basis. New 
sales taxes om cars will contribute to the same end. The total 
impact on the motor trade is punitive, but imports of motoring 
requirements (in the broadest sense) did account for one fifth of 
Australia’s import bill Iast year. 

Petrol had to be made dearer; this will add to industrial casts 
and prices. Few of Mr Menzies’ other new taxes will produce 
the same effect, but it is a criticism of his ‘special budget that 
he did not take the opportunity to reduce costs at least as much 
as petrol will add to them, by lowering or abolishing the payroll 
tax on employment. This almost peculiarly Australian tax adds 
about eight shillings a week to the employer's wage bill for an 
average male worker. The increase of one shilling in company 
tax has, on the whole, been accepted quietly, Like the rest of the 
new imposts it was stiffer than had been expected and the 
political motive of placating the Labour Party was perhaps as hig 
@ reasen for it as Mr Menzies’ avowed object of curbing industrial 
expansion. 

The most pointed criticisms of the fiscal measures as a whole 
are that there has been virtually no attempt to check government 
spending, and that a programme to solve Australia’s balance of 
payments problem must be more comprehensive ; it must embrace 
a@ reconsideration of the migration and development programmes 
and repairs to the wage fixing machinery. On the matter of 
public spending Mr Menzies went so far as to say that a part of 
the increased £A115 million of tax revenue would actually be 
devoted wo “substantially higher” spending next year in "some 
fields at any rate” of government activity. On migration and 
development Mr Menzies has promised that a review will be 
made within six months. He made no attempt. to link the 
increase in company tax with a corresponding appeal for wage 
restraint from the trade tnions 


, It is possible that Mr Menzies may find he has hit harder than 
he realised or really wished. His measures could not be called 
excessive if it were their purpose to restore full trade viability to 
Australia by these measures alone without the aid of import 
restrictions. But with the present Australian cost structure that 
would require a depth of business recession that is politically 
unthinkable. Judging by the experience of 1952, Australia, with 
its labour force of more than three million, regards a situation 
with anything more than 30,000 unemployed as bordering on a 
depression. The present roll of unemployed may be no more 
than 5-6,000 (the statistics are lagging somewhat) but the numbers 
have been rising perceptibly. This is one of several signs that 
the business tempo had been steadying before Mr Menzies’ 
sedative dose, largely because of the credit squeeze by the banks. 

He is therefore off to a flying start and the fact that his fiscal 
measures are linked with an all round increase in officially 
controlled interest rates gives him also a following wind which 
has never previously been tested in Australia. This deliberate 
dear money policy is the only revolutionary part of the pro- 
gramme. The taboo against changing the interest rate on 
Commonwealth bonds, except under pressure, seems at last to 
be broken. Early in March’the central bank suddenly withdrew 
its support of the bond market and allowed (even slightly 
encouraged) the yield on long-dated bonds to rise from 4% to 
5 per cent. At the same time higher interest rates have been 
authorised for the deposits and advances of the trading banks. 

Every period of credit tightness in the past has not only 
compelled the public to sell bonds for liquidity but has also 
required the central bank to come in dutifully and buy the bonds, 
to uphold the sacred principle that the market yield must be 
Kept stable to preserve public confidence in new issues. ‘The 
recent cost of supporting the market is believed to have been an 
Qutlay by the central bank of more than £A60 million a year. In 
the past this heavy priming has always added to the public’s 
spending power and the credit base of the banks at precisely the 
wrong times,. frustrating the central bank’s own credit policy. 
Now, however, this inflationary force which Australians had come 
to take for granted like the rotation of the earth, has stonped. 
The consequences will be eagerly watched. 
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Seato’s Steady Course 


FROM A CORRESPONDENT IN KARACHI 


AKISTAN was in martial trim to receive the South East 

Asia Treaty Foreign Ministers and their camp foliowers the 
othes week, From the resounding slaps on the rifle-butts of the 
guard of honour at Karachi airport to the cannonade from nine 
anti-aircraft guns of the last war flanking the polo-ground 
for the torchlight tattoo on the last night, the arrangements for 
thig international meeting in Karachi had a parade-ground 
vigour, Most. delighted with the diversions were the ragged 
crowds that swarmed to see aerobatics by Sky Furies and T33s 
which dropped live bombs, fired rockets, and spattered machine- 
gun fire perilously close to the VIP stand. Not that the close-packed 
humanity of this still very overfilled and destitute city seemed 
remotely concerned about the issues being debated in the Sind 
Assembly Hall. The question : "What do you think of Seato?” 
to taxi-drivers or dhobis elicited a deprecatory smile. The flags, 
the marching and the bands were all. 

Early in the conference it looked as if the Jehad spirit would 
be brought right into the council-chamber. The Pakistani press 
took an almost "Kashmir or bust” line. "The question arises” 
gaid the Times of Karachi, "what is the use of this Seato commit- 
ment which confers nothing but which has in any case earned 
for Pakistan the enmity of Soviet Russia?” But the Pakistani 
Foreign Minister struck a more moderate note. It soon became 
clear that this Pakistan government of down-to-earth officials 
had no intention of spoiling their chances by overpitching their 
demands in the spirit of an Islamic crusade. 

.The final communiqué urged an early settlement of the 
Kashmir controversy "through the United Nations or by direct 
negotiation”. The Indian reaction has been as sensitive as 
expected, though the communiqué said nothing to which 
Mr Nehru had not already agreed. The Seato boat was 
certainly rocked at Karachi by the backwash of the Russian 
leaders’ tour. But it succeeded in steadying itself. The rift 
between Seato and India has been perceptibly widened, but not 
to the extent that it would have been if the Seato Council had 
not wisely decided against reviewing the actual merits of the 
Kashmir controversy. 

The Council’s support of Pakistan against the Russian-backed 
Afghan pressure for a Pathan state was a more straightforward 
proposition, but itshas its complications, too. Both the Seato 
Treaty and the United Nations Charter safeguard Pakistan 
against external aggression across the present Afghan-Pakistan 
border. But under Article 4 of the Manila Treaty the Seate 
countries have also an obligation to take steps in case of sub- 
version as well. If the "Pathanistan” movement should gather 
strength Seato may ultimately be called on to decide whether 
this is a case of "Communist subversion” or "genuine national 
aspirations”, 

The small additions to Seato’s organisation agreed on ab 
Karachi—the secretariat, the economic adviser and the research 


‘cemtre—seem almost entirely designed to increase its vigilance. 


No new forms of military organisation are to be set up. No one 
seems to have pressed for them. At the end of the meeting an 
American spokesman made a statement, apparently timed and 
deliberate, stressing the great array of United States strength in 
the Pacific. This was clear confirmation of Mr Dulles’s hint at 
the first Seato Council meeting at Bangkok that America relies 
on the concentration of United States air power east of the 
Chinese mainland to deter Communist military aggression in’ 
South East Asia. The policy adumbrated at Bangkok, that Seato 
should refrain at present from attempting to create integrated 
staffs or common forces, has become a settled one. It is in line 
with the trend towards meeting the Soviet economic offensive in 
South East Asia by greater emphasis on the role of Western 
economic aid in building up and stabilising the region. 

What is still not clear is the extent to which the developed 
nations of Seato intend to associate their economic aid with the 
Seato organization. Only Mr Dulles and the Australian External 
Affairs Minister made definite offers of increased aid at Karachi 
—for the benefit, presumably, of the three Asian members of 
Seato, Pakistan, Thailand, and the Philippines. But there is an 
Obvious danger that economic aid bearing the Seato label could 
be denounced as "aid with strings”. Britain may prefer to go on 
sticking the Colombo Plan label on British aid. : 
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Fresh Fields for Mr Malenkov 


HERE was a time when Western statesmen expected to see 

Mr Malenkov in a more exalted capacity than that of chief of 
a delegation of experts on electricity. To this extent his visit to 
Britain is a reminder of his, possibly temporary, decline. Still, 
his present domain is vast. As Soviet Minister of Electricity he 
is responsible for an output which is already larger than the 
combined British and German production and which should by 
1960 reach half of the present American level. 

The key role played by electric power in the economic develop- 
ment of Russia, or any other country, was emphasised by 
Mr Malenkov himself in his speech at the Soviet party congress. 
The basis of his argument is that the use of electric power in 
industry is both a yardstick of, and a determining factor in, the 
productivity of labour. The superior productivity of the American 
worker over his Soviet, or for that matter British, counterpart is 
largely due to the electrification of production processes. Since 
the Soviet Union can no longer rely on huge untapped reserves 
of labour, increased productivity is the chief meang by which 
“to catch up with America”, and this will make heavy demands 
on electricity. The pace of expansion of electric power must be 
faster than that of industrial production as a whole; the last 
plan neglected this rule, but it is to be observed in the next 
five years. 


Soviet Electric Power Output 


(Billion kWh) 
1940 1950 1955 1960 plan 
Total 48 91 170 320 
of which hydro-electric 48 12.7 23 59 


While making no denial Of the superior development of electri- 
city resources in the United States, Mr Malenkov maintains that 
the Soviet Union can make up for this handicap ”’within a short 
historical period”, His optimism is based partly om the faster 
rate of growth in the Soviet Union. It took the United States 
27 years—1913 to 1940—to step up electricity generation from 
22 to 170 billion kWh a year.. The Russians have made the same 
jump in the last twenty years and, if allowance is made for the 
years of war and reconstruction, it may be said to have taken 
them in reality half the time. According to Mr Malenkov, the 
Boviet economy now has an engineering industry capable of 
supplying the necessary equipment, and its fuel resources remain 
tremendous. 

Above all, Soviet production has not yet reached the stage of 
diminishing returns. While the best sites are already exploited 
in the West, the Soviet Union can continue to expand at a 
diminishing cost, even without technological changes, by opening 
up its eastern regions. The cost of extracting additional coal in 
Siberia is, allowing for depreciation, substantially smaller than in 
the European parts of the union. The planners intend to build 
huge stations on the basis of this cheap fuel and to reap the 
benefits of large scale production. 

It is in water-power that the East offers the most dazzling 
prospects, Work has begun already on two giant stations: at 
Bratsk on the Angara.and at Krasnoyarsk on the Yenissei. Each, 
when completed, should supply some 20 to 25 billion kWh a year— 
more than Stalingrad and Kuibyshev, hitherto the pride of the 
Soviet power economy, combined. But it is claimed that when 
fully harnessed these two Siberian rivers could provide about 
200 billion kWh a year. At this stage Mr Malenkov, like other 
Soviet speakers, becomes rapt in the vision of a not very distant 
future—1970 or 1975—when Siberia alone will produce nearly half 
the present American output of electricity. But these eastern 
regions have a notoriously inhospitable climate. The temperature 
in Eastern Siberia is below freezing point for more than half the 
year. The finding of new pioneers for this conquest of nature 
will set Mr Malenkov a task. 

By 1970 the Russians hope to have another major source of 
power in atomic energy. As many as ten types of atomic 
reactors will be tried in the search for the most economic 
solution. The investment is believed to be worth while because 
atomic energy will open new possibilities for the Soviet economy. 
Not only will it provide power, it will supply it where other 
sources of energy are scarce. 

While it lays these foundations for the future the Soviet 
Ministry of Electricity cannot neglect its more immediate tasks. 
One is to combine the various grids into an integrated system, 
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eventually on a national scale. Another field in which not 
much has been done yet is the electrification of railways. More 
than 5,000 miles are to be electrified in the next five years, 
including the Moscow-Irkutsk (Siberia) and Moscow-Donbas 
(Ukraine) lines. Finally, though industry gets a priority, the 
consumer must be considered too; this means, above all, electri- 
fication in the countryside. Only a quarter of the Soviet collect- 
ive farms have electricity now ; the proportion is to be doubled. 
Ten thousand rural schools should get electric light for the 
first time. This illustrates the extent of the ground which the 
second industrial power in the world has still to make up. 


Morocco’s Future 


ULTAN Mohammed Ben Youssef of Morocco has never been 

80 popular as now. Rabat was hung with flags and thronged 
with people for his return from Paris bearing France’s agreement 
that the Treaty of Fez of 1912 is outdated, and that Morocco is 
an independent and sovereign state. Crowds lined the streets 
again a few days later when he drove to the foot of the Tour 
Hassan—the great unfinished minarct which an ° Almohad 
predecessor intended to be the tallest ip all Islam—to make 
a pronouncement in his religious capacity. From this unusual 
site, beautiful by nature but made even more so by the gardeners 
of the French antiquities department, he told the Faithful that 
though independence was still bound to entail western influence, 
they must remain true to Islamic tradition. 

Yet his way ahead is still full of snags, much the worst of 
which is the rebellion in the Riff. When this was first organised 
in September, with help from Cairo by way of Spanish Morocco, it 
was designed to further two causes, Moroccan independence and 
the “liberation” of Algeria. The first goal is attained, and if it 
were the only one, the Sultan could probably call off operations. 
But the Algerian’ problem remains; so do the rebel forces, 
uncontrollable not merely from Paris, but equally from Rabat. 
One threat to good government is that, if France does not move 
fast enough for nationalist taste, the Sultan may be forced to 
dance to the tune called by these rebels "for the sake of Algeria”. 

His second difficulty concerns the quarrels between the 
Moroccan political parties. The Istiqlal, the biggest of them, 
would like more posts and more power than it has so far 
attained ; and the Sultan is coneerned about the possible effect 
on the country of the return of its leader, Alla] el Fassi. Despite - 
years of exile, el Fassi’s photograph is still to be seen all over the 
country. In contrast to the Istiqlalists now in cabinet posts, he 
is orientally educated and draws his inspiration not from Paris 
but from Cairo. How far Moroccans will be interested in his 
pan-Arab, anti-western attitude will depend—as does almost 
every issue in North Africa today—on the breadth of mind France 
is able to display in Algeria. The chances of a liberal policy 
there look thin at present. 

Morocco’s third conundrum is the drafting of agreements with 
France to define “interdependence”. First must come ratification 
by the French parHament of the agreement M. Pineau has 
signed ; right wing members are proclaiming that he exacted far 
too little in return for the major concessions he made, but'a 
refusal to ratify so inevitable a step is beyond imagining. Next 
come the arrangements for the transitory period that miust 
elapse before a new treaty is framed ; the negotiators have agreed 
that during this period France shall look after Moroccan foreign 
policy and defence, that neither party shall make any change in 
monetary policy, and that a joint commission shall supervise the 
transfer of all other powers. Lastly, the new treaty covering 
permanent relationships remains to be drafted. 

An international problem that will emerge during these oper- 
ations is the future of the Spanish Zone. Already Madrid is 
highly exercised at a piece of French policy that has lost General 
Franco the role of champion of Arab liberties which he filled at 
no cost to himself by continuing to recognise the present Sultan 
during the two years of his exile. In response to the current 
clamour from Tetuan for independence, he has had to concede 
that it will happen one day, though through gritted teeth, 
because his Moroccan troops are among the flower of his army. 

Tangier, and the economic regime of the open door imposed 
on Morocco by the European powers under the Act of Algeciras 
of 1906, will require new arrangements, too. If it were not for 
the complication of the Riff rebellion, France could legitimately 
hope that Rabat would have its hands too full to find time for 
fomenting the troubles in Algeria, 





ECONOMY 
DURABILITY 
SERVICE 


otis st 





They know 


It is those Internationally Tested qualities which are a feature of all Standard cars that give their 
owners the extra confidence which makes motoring a pleasure —there is the joy of going places and 
seeing things, making new friends, discovering new haunts, smoothly, comfortably, safely ..» +» 


THE STANDARD SUPER TEN proce £420 (°.7.€216.7.0) tora £646.7.0 





THE ECONOMIST, MARCH 2, 1056 






The lively 948 c.c. engine of the Standard Super Ten provides all the 


power you need, while the 38/47 miles per gallon petrol consumption makes 
for real motoring economy. 


In the 1955 Golden Jubilee Small Car Trial over 1,000 miles of 
rough country roads in New South Wales, Australia, Ist and 2nd places 
were won by the Standard Super Ten. This car was also outright winner of 
the 1955 R.A.C. Rally—remarkable proof of the rugged durability and 
reliability of Standard cars. 


A first class maintenance and spares service is available to all Standard 
owners through a world-wide chain of accredited Standard dealers. The 
Standard and Triumph Voucher Maintenance Scheme provides for the 
regular servicing of your car to a special formula prepared by Standard 
factory engineers, enabling you to obtain at a modest cost, smooth, trouble- 
free performance under all conditions. 


One of the S TA N DA RD Family Range 


Outstanding in Design, Performance and Economy 
THE STANDARD MOTOR COMPANY LTD., COVENTRY, ENGLAND London Showrooms: 15-17 Berkeley Square, W.l. Tel: Grosvenor 8181 
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Essentials of Tax Reform 


T was ‘Moré than thirty years before 6ne of. the last 
recommendations of the 1920 Colwyn Commiittee—to 
give depreciation allowarices to cemeteries as they fill up— 
reached the statute book. With present day pressure on 
parliamentary time and the preeccupation of the Chancellor 
of the day on immediate: problems, there is a danger that 
the reports of: Lord: Radcliffe’s Cammission will receive 
equally’ unhurried treatment. ‘They deserve a better fate. 
Even if:the fiscal system ie no longer the instrument 
for collecting the State’s revenue with certainty, economy, 
and equity, the old canons of Adam Smith must be con- 
stantly refurbished to march with modern conditions, 


Personal Incomes | 


In its second tepert, published nearly two years ago, the 
Royal Commission the progressive of 
individuals bit tecommeéend@l the followmnmg amendments : 
(1) a graduated exemption limit in favour of the smallest 
incomes; (2) changes te counteract the tendency of the 
present tax structure to overrate the taxable capacity of the 
family man; and (3) a raising.of the upper limit of earned 
income relief, Each of these proposals recognised that the 
existing steps in the order of progression, and the balance 
between taxpayers of different capacities, had been estab- 
lished at times when the purchasing power of money was 
very different from what it is today. 

The concept of a formal exemption limit has fallen mto 
disuse : there is now no such formal limit and the effective 
limit results from the addition of the personal and earned 
income allowances which now amount, for a single person, 
to £180. An exemption limit, in the strict sense, would 
exempt from tax those whose incomes fall below it: it ought 
not necessarily to be the figure at which people with larger 
incomes begin to pay tax. On grounds both of equity and 
expediency the Royal Commission found that there should 
be a differentiation : the sum of £3 10s a week is very near 
the subsistence level for someone who hag to do a day’s 
work, and at that level tax should not be payable. At the 
same time, the case. for raising the starting point does not 
Justify any general reduction of taxes. Using the figures 
applicable in 1954, it was found that to raise the starting 
points for single and married taxpayers from £155 and 
£270 to £200 and £320 respectively (which would exempt 
from tax about seven million of the taxpayers of the lowest 
income) would cost £290 million in terms of revenue, of 
which only £37 million would be spared to the persons 
thereby exempted. 

The diffteulties of the middle class family man are now 
widely understood. The Royal Commission, having approved 
the child allowance as a proper instrument in the scheme of 
Staduation, concluded that an increase in the value of the 
child allowance should be given, even though it involves 
the redistribution of burden between parents of dependent 
children and other taxpayers. The Royal Commission also 
recommended that the allowance should, within fixed limits, 
vary with the total of the taxpayer’s income. Since its 
report, Mr Butler has increased the basic allowance from 
£85 to £100 (at a greater cost than the particular proposal 


of the Commission) and what is left. 1s a recommendation 
that the allowance should be increased by 6% of the income 
over £1,000 subject to.a maximum of £160. 

This is coupled with a proposal for a variable surtax 


limit. favouring the. family taxpayer. The existing £2,000 


limit has remained unchanged since 1918: before that it 
was higher, having started at £3,000 in 1909, Surtax has in 
consequence developed from being a tax payable by a very 
few rich men to become, through inflation, part of the 
ordinary system of graduation and thus makes a direct 
impact on the moderate standard of living of very large 
numbers of people. 

The Royal -Commission found. that this impact bears 
particularly . hardly on family taxpayers and-recommend- 
ed that the figure of £2,000 for a married man should be 
increased by £160 for each child. To counter-balance this, 
presumably in its anxiety Fo safeguard the revenue, it 
recommengied a reduction in timit for single taxpayers 
te wae, These are modest proposhls. 

there of income ranking for earned income 
reli is £25 more, than-the 1920 figure. Coupled 
the? dimit “ot - “22,608, these two prehistoric 
aaa establish a fiscal barrier which present a formid- 
able obstacle to ineentive. The tax payable on the 2,000th 
pound of earned income is 6s 7d. On the 2,026th pound the 
rate is 10s 60: a startling increase of 3s 11d in the £, or 
60 per cent, resulting from an increase of a mere 10s 0d per 
week. The Commission’s proposals are again modest, being 
limited to raising the earned income limit to £2,500 with 
an extension at haif the full rate to the slice of income 
between £2,500 and £3,000. But éhey enjoy such general 
support an@ their adoption promises so much in terms of 
increased incentives and administrative simplification that 
it is hard to believe, that even in these inflationary times 
the Chancellor will. ignore then 


Corporate Taxation 


If it is possible to hope that the thinking in the round 
done by the Commission om the subject of personal incomes 
may bear some fruit in the forthcoming budget there is 
little expectation that the work it did in building a philos- 
ophy of corporate taxation will be similarly rewarded. The 
taxation of companies has become, rightly or wrongly, (and 
many think: wrongly) a matter of economic or political 
expediency rather than of fiscal principle. The main 
grounds for complaint against existing taxes on companies 
are not against the profits tax as such, but against the 
profits tax charged at differential rates which are 
determined, not by the inherent taxable capacity of the 
profits, but by the use to which they are put. The Com- 
mission showed that the standard rate of income tax, 
which is a mere rung in the ladder of progression so far as 
personal incomes are concerned, can make no claim to be 
the “right” rate in taxing corporate profits—especially since 
it is now customary for a large part of such profits to be 
retained, and thus to escape the rigours of personal surtas. 
If retained profits are to be let off lightly and translated 
into capital, the advantages of taxpayers who can resort to 
this form of saving will be so great compared with those 
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who cannot that the case for some form of capital gaing 
tax becomes impressive. The profits tax can thus be 
regarded as a quid pro quo surtax, 

But this argument does not justify the charging of 
differential rates—2% per cent.on retained profits and 
27% per cent on distributions. Neither the majority nor the 
minority of Lord Radcliffe’s team had a good word to say in 
favour of the distinction. The objections are overwhelming. 
They include: the distortion of capital structures through 
financing by loan capital; the burden thrown on ordinary 
shareholcers by the tax on preference dividends; the 
encouragement given to "the mere retention of profits 
(which) cannot be rated as an economic advantage”; the 
invalidity of the claim that a lower rate on retained profits 
is ah anti«inflationary weapon ; the accounting perplexities ; 
ant the clog on the equity created by non-distribution relief. 
Ali these points are well known and accepted. Yet in 
November, Mr Butler, to match the additional taxes on 
consumption, increased the differential rates still further’ in 
order to exact a corresponding contribution from industry. 
Will his successor go into reverse after. six months ? 


Taxation and Inflation 


The Commission adopted the hypothesis of a reasonable 
stability of price-levels but our tax system has to do its work 
im the real, and nowadays that means the inflationary, 
world. If capital allowances do not match the current value 
of the assets used up in earning the profits, or if paper 
profits arise on stock valuations, some part of the tax burden 
will fall on capital. It was this consideration, let it be 
remembered, that influenced Sir Stafford Cripps in setting 
up the first Tucker committee, which in turn led to the 
formation of the Royal Commission. 

The problem of the adequacy of capital allowances has 
been met by the expedients of the initial and investment 
allowances. The Commission iiked neither and on grounds 


Business Notes 
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of pure principle the revocation of the investment allowance, 
which is a subsidy on capital expenditure, might be regarded 
as a step in the direction of reform. But it leaves a hiatus 
which is incompletely filled by the initial allowance. In 
the short run, industry may be able to fill this gap out of its 
own resources but in the long run the consequences may 
be serious. 

The problem of stock "valuation” in times of inflation is 
at once more immediately serious (since the paper profits 
of a single year can be enormous) and yet at the same time 
more é¢asily handled. The solution lies in the basis which is 
adopted, broadly FIFO or LIFO, and the option recommended, 
with careful safeguards, by the Commission ought to meet 
the case. Unfortunately, the Revenue has nailed the flag 
of FIFO very firmly to its mast, and in doing so enjoys the 
apparent support of the Broadstone Mills and Anaconda 
cases, The time has come when the Chancellor might 
properly intervene on this point. 


A refashioning of the scales of progression to meet 
modern conditions; the removal of the disabilities of the 
self-empleyed in the matter of pensions; the abolition of 
the differential profits tax; the stopping of the erosion of 
capital through the taxation of inflationary "profite’— 


these ought to be the Chancellor’s main objectives... There 


are many others, including the implementation. of the 
unanimous proposals for the adoption of the actual year 
basis for the computation of assessable profits, with its 
enormous rewards in simplification; the exemption of 
certain overseas earnings on grounds, not of principle but 
of overriding practical importance; and the freeing from 
tax of the capital element in annuities. 

The field is ag vast as the Chancellor’s capacity for decis- 
ion and Parliament's time for consideration allow. April 
17th presents an opportunity that must not be missed. 





How Not to Run a Railway 


only credit that Mr Watkinson deserves for his statement 
on railway charges Tkst Monday is that he did take full 


of 5 per cent in freight, dock and canal charges; without doubt, 
it sought more, but the fina] decision on freight charges is atill 
one for the Minister since the commission. still. awaitg the 
decision of the Transport Tribunal on its charges scheme and the 
more flexible adjustment of charges that was held out to it in 
the 1953 Act. On charges, where the commission 
e@iveady has authority for further increases, nome is to be made ; 


it seems a fair presumption that on season tickets and workmen’s 


fPrevailed. The net result is that instead of seourimg an increase 
in freight and passenger revenues of £37 million a year (and that 


This line of action, Mr Watkinson assured the Commons, ls 
justified “in the national interest” githough it compels the 
commission to take a course that involves "an exception to the 
Government's general policy that in fixing thelr charges all the 
mationalised industries should seek fully to recover their costs”. 
Whv then endorse the principle and in effect disregard it ? 
Mr Watkinson sees a new spirit on the railways and a greater 
effort towards efficiency that justifies, he thinks, a postponement 


of awkward decisions now and holds out the hope that the next 


six months will reveal a more favourable outéook for the railways’ 
financial prospects during the next few years. 


To cadl this sanguine is not being cynical. It is difficult, for 
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charges to meet current levels of costs must account for a large 
part of the €70 million deficit that the commission has already 
accumulated. By the end of this year, it can hardly avoid 
carrying forward an accumulated loss of £100 million or more. 
How can this be regarded as a stimulus to efficlency? It is in 
economic reality, no matter what the accountants call it, a 
subsidy. It ts bound to sap the energy and independence of 
railway management It is utterly remote from the statatory 
duty that is laid om the commission to balance its books taking 


HE rally in the shate markets has gathered momentum this 
week encouraged by the fact that Wall Street is still 


strength. It would be folly to suppose that it is anything more 
than a technical rally in a market that contained some bears, but 
it has still been substantial. On Tuesday the Financial Times 


concentrated on speculative favourites, which is hardly 
symptom of disinflation. Great Universal Stores have made 
good recovery, the "A” shares rising from 33s 3d to 36s 
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the week ended on Tuesday, Associated Electrical Industries’new 
shares in theif nil paid form have also risen from 5%d premium 


to 9d premium—a figure probably sufficient to ensure the 
success of the issue. 


THE SQUEEZE IN THE MARKET 


FET INDUSTRIAL 
ORDINARY 


July Ist 


.[o price 1935=100 


Jae CONVERSION 1969 


— Sm 


32VAWAR LOAN” 





The gilt-edged market however has lagged behind. In the 
week ended last Tuesday the Financial Times index of govern- 
ment securities has moved only from 85.43 to 86.08. Some fairly 
large and fairly steady selling from Irish sources has held the 
market down, but not depressed it. The government broker 
raised the price at which he will buy the maturing National 
War Bonds 1954/56 in exchange for the new Exchequer 5 per 
cent stock and was therefore able to start selling the new stock. 
The stags too gave a boisterous welcome to the new Edinburgh 
loan—£2'/: million of 5 per cent stock 1968/71 at £99 10s. The 
issue was heavily oversubscribed and since it opened at 5/s 
premium on Wednesday the portents for the other small gilt- 
edged issues that must inevitably follow were thereby improved. 


Bulging Exchequer Surplus 


T is now certain that the ordinary Budget surplus will, as in 
1954-55, be considerably higher than was estimated. The 
swelling of the revenue in an inflated economy and a lag, for 
the second year in succession, in defence spending are the joint 
and almost equal causes of the unexpectedly large surplus. 
At March 17th, a fortnight before the close of the Exchequer 
year, receipts of income tax totalled £25 million more than at 
the corresponding stage of 1954-55, despite the reduction in the 
standard rate of tax, which had been expected to result in a fall 
of £15'/: million in yield. Customs and excise have also been 
yielding appreciably more than expected, so that total ordinary 
revenue is so far up £106'/: million on the year, in contrast to 
an expected decline in the full year of £12'/: million (even after 
providing for the extra £15 million from the autumn budget). 
The lag in total expenditure is so far about £100 million, the 
increase on the year being only £150 million, compared with a 
budget estimate of £257 million. 

The surplus on the above-line accounts at March 17th reached 
£412'/2 million; in the last fortnight of 1954-55, the surplus 
dropped by some £23 million. It may therefore be surmised that 
the current fiscal year will end with a surplus of more than 
£370 million, and possibly almost £400 million. This compares 
with an original estimate of a surplus of £148 million, revised 
to £163 million. Such a windfall would however actually be 
smaller than was received in 1954-55—when an estimate of a 
surplus of £10 million was followed by an actual surplus of 
£433 million. 


Rise in Security Sterling 


TERLING has maintained the firmness that began with the 
publication of the February trade figures. Against the 
dollar the rate has improved this week from $2.80'/: to $2.805/s, 
while the transferable sterling rate has firmed up to $2.77°/s. 
But the most interesting feature in the exchange market has 
been the outstanding strength of switch or security sterling, the 
- rate for which has come up from around $2.73 to $2.77%, that is 
almost to the rate for transferable sterling. : 
The main reason for its strength has been the extent of highly 
selective American buying of sterling securities including Borax, 
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Bowater and oi] and copper shares. Buying of copper and gold 
shares from the Continent has also helped. ‘The strergth of 
switch sterling has been accompanied by rumours that it may 
soon be merged with transferable sterling. To do that would 
almost be equivalent to unblocking all non-resident sterling—a 
move which seems improbable at present. 

The corollary of this firmness of switch sterling has been the 
shrinkage of the premium that British residents pay for the 
privilege of buying dollar stocks. The dollar premium in London, 
which stood at three per cent three weeks ago, has shrunk to one 
per cent. Some of the Scottish investment trusts that habitually 
use dollar stocks are believed to ‘have taken advantage of the 
unusually low premium, but in general new peaks on Wall 
Street have not lured the British investor. The decline in demand 
for dollar stocks is the more noteworthy because the government 
broker, who recently had a few American securities to sell in 
London from the remaining official holding, stopped selling 
when the premium in London fell below 2 per cent. 


Less Tension in Steel 


arene of slackening demand for steel to make cars and 
kitchen equipment are at last becoming discernible. This 
sector of steel demand grew much faster than any other last year 
—so that in terms of steel the 1955 boom was in durable consumer 
goods, not in investment. But it has taken the credit squeeze 
on this sector of home consumer demand until the last fort- 
night or so to work through to the steel industry. The first 
signs have come more in demand for strip and other light 
steel products used by the component industries than in demand 
for the sheet that the industry turns into car bodies. But it 
does appear that some consumers have managed to get out of 
contracts for imports of sheet this year, and quite a number of 
other lots of foreign steel are being hawked about the engineer- 
ing industry. 

The provisional regults of the census of consumers’ stocks of 
steel taken in December which were published by the Iron and 
Steel Board last week make it rather surprising that the 
squeeze took so long to work through. Consumers’ stocks of 
steel rose by 300,000 tons, about 10 per cent, during 1955—an 
increase that was certainly not out of line with the big increase 
in output achieved by the engineering industries as a whole. 
But consumers’ stocks of sheet steel alone rose by about 
170,000 tons, an increase of no less than 47 per cent. Even the 
metal consumer industries were not raising output as fast as 
that. Moreover, a large amount of this increase in stocks was 
of foreign steel sheet, imported at much more than the home 
prices. The stocks of steel held by these producers of cars and 
metal consumer goods were therefore very costly at the 
beginning of the year; since steel deliveries to them have not 
been reduced in line with their output, presumably the physical 
amount they: have in stock—as well as the cost of financing it 
—will have risen since. So far, it may be added, any slackening 
in demand for steel from these industries has been com- 
paratively welcome to producers: there has been no difficulty 
in finding other customers glad to have it. 


The Fourth Strip Mill 


HE fact that restraint on home demand for goods made 

primarily from flat steel is at length beginning to ease the 
pressure of orders has not deterred producers from talking more 
boldly about a fourth strip mill in this country. Last weekend 
Mr H. F. Speneer, Managing Director of Richard Thomas & 
Baldwins, said his company was considering a new integrated 
iron and steel works to produce plate, sheet and tin plate which 
might cost £160 million. He added "I may be sure of thq 
demand being there, but other people require some proof, too, 
in the Government, the Iron and Steel Board, and those who will 
have to finance it”. He gave no indication who "those” were— 
and his announcement set some city editors predicting that ‘the 
mere possibility of such huge future expenditure would make it 
difficult to re-sell Richard Thomas and Baldwins to private 
ownership for years to come, 

Mr Spencer spoke of a mill with an initial annual capacity of 
at least 1 million tons of plate, sheet and tin plate, which would 
take five years to build. This implies crude steel capacity of 
about 1.4 million tons, probably with considerable preparations 
to raise capacity later; such an estimate would ve roughly in 
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line with the figure of capital usually taken for a new integrated 
plant and finishing mill—about £100 an annual ton. It would 
certainly hardly be worth thinking about a fourth strip mill of 
any smaller capacity. 


Such a plant may well be required, though existing and 

impending plans for development of the three present strip milis 
are already offering a very marked increase in output. John 
Summers has already announced plans to continue improving 
the output of its Shotton works to about 1% million tons of 
finished steel by 1958. The Steel Company of Wales has 
completed one stage of development that will raise its output 
to about 1% million tons of finished steel, and is known 
another plan on the stocks that migh* add something of 
order of half a million tons more to this. And Mr Spen 
mentioned last week re-motoring of the hot mill 
Ebbw Vale might raise its capacity, now about 1 million tons 
year, by 25 or even 50 per cent—which would mean, one pre~- 
sumes, that the works would have to get much more crude steel 
from outside than the small amounts it already does. 


These developments would raise output from the three hot 
strip mills and their attendant cold reduction mills by about 


s 
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Fall in Imports 


ETAILS of British overseas trade in February confirm that 
the sharp fall in imports last month was mainly seasonal, 
but there is a hint that it may also reflect some decline in 
demand, particularly for iron and steel. The fall of £37.2 million 
to £309.1 million cif in imports was broadly in line with that of 
previous years, and two-thirds of it was attributable to smaller 
arrivals from countries on the Baltic, where certain ports were 
closed by ice, and to seasonally smaller arrivals of raw wool and 
meat from the Dominions. Imports of basic materials, at £84 
million, were 16 per cent lower than in the previous month, 
whereas the fall in total imports was 11 per cent. Imports of 
raw wool and woodpulp dropped by nearly one-third to £14 
million and £6'/: million respectively, while imports of timber 
dropped by a quarter to £8 million. Imports of metal ores and 
scrap, however, were almost unchanged at £13'/: million. 
Arrivals of manufactures, which include many semi-manu- 
factures for industry, dropped by 9'/: per cent to £74 million in 
February. Imports of non-ferrous metals were about the same 
as in January at £18 million, but arrivals of iron and steel 
dropped by 14 per cent to 210'/: million. 


Although exports fell by nearly £12 million to £246.1 million 
fob in February the daily rate was about the same as in each of 
the three previous months. The January/February average of 
£252 million was approximately 4'/: per cent higher than in 
the same months of 1955, but allowing for the 4 per cent increase 
in export prices the increase in volume was unhappily slight. 
Exports of engineering products continue to grow, both absolute- 
ly and relatively to the other main groups: the January/ 
February average of £100.4 million a month was 9'/: per cent 
higher than the same period of 1955, despite a decline in motor 
cars and chassis, shipments of which, at £9 million a month, 
were one-fifth smaller than in the same months of last year and 
5‘/2 per cent smaller than in the fourth quarter. Exports of 
commercial vehicles, on the other hand; averaged £8 million a 
month, 14‘/2 per cent higher than a year ago and 4 per cent 
higher than in the fourth quarter. Most of the other major 
groups of exports were also higher than a year ago, with the 
notable exception of textiles. Ironically, export prices of textiles 
rose by two points last month to 100, the average of 1954; that 
rise, and one of one point to 105 in "other manufactures”, more 
than offset the fall of one point to 104 in prices of engineering 
products, and the composite index of export prices rose to 105. 
With import prices unchanged, the terms of trade "improved" 
by one point to 100. 
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Squeezing Some 


in the quarter to mid-February, the pace of the decline slackened 
still more markedly than has been apparent from the monthly 
figures published by the clearing banks. Total advances are 
shown to have fallen in the three months by only £19.6 million. 
This fali cannot, admittedly, be fairly contrasted with the record 
of £2345 million achieved in the August-November quarter, 
partly because of the normal seasonal influences, but still more 
because by the early weeks of this year the nationalised utilities 
run through the proceeds of their public issues and were 

appearing as borrowers at the banks. In the latest 
quarter as a whole, the utilities on balance made repayments 
of £23.2 million (against repayments of £125.6 in the previous 
quarter). All other borrowers thus increased their advances by 


E 


This does not mean that the bankers’ squeeze is over. The 
compares modestly with the 


the net figure is the result of a moderate increase in advances 
0 industry and a marked further decline in advances to personal 
and financial borrowers. The personal and professional group 
suffered a cut of £159 million, just half the record fall of the 


represent industry and trade increased their borrowings in the 
February quarter by £19.8 million, or by less than one third as 
much as a year before. The largest increase was registered by 
the engineering group, by £13.0 million, Against the general 
trend, this is substantially larger than the increases in the 
corresponding quarters of the two preceding years. It is difficult 
to resist the conclusion that a good deal of the money went to 
finance the bulging motor stocks. The only other significant 
increases were in iron and steel (£72 million) and in wool 
($A.1 million). Two groups registered significant declines—~ 
food, drink and tobacco, and agriculture, each of around 
£5 million—and for the rest of industry and trade the total of 


outstanding advances over the three months remained unusually 
stable. 


Mixed Bag of Profits 


HE crop of earnings and dividend statements this spring 

is what a shrewd investor might have foreseen six months 
ago. Profits haye not bounded ahead as blithely as they did a 
year ago and boards of directors, conscious that the credit 
equeeze is tightening and that profit margins—and sometimes 
even sales—are falling have written caution and conservatism 
into their dividend policies. 


Effective ordinary 
Company Years ended Profits before tax dividends 
Previous Latest Previous Latest 
year year year year 
£000 £°000 % % 
P. & O. Sept.30, 1955 10,260 10,819 8 8 
Swan Hunter Dec. 31, 1955 2,726 2,580 12 14 
Hudson’s Bay Jan. 31, 1956 3,387 3,641 15 15 


In the latest batch of preliminary statements that of the 
Peninsular and Oriental Steam Navigation Company is among 
the most important, though it has less significance for share- 
holders than the balance sheet, which will contain the important 
changes in asset valuations promised by the chairman last year. 
But shareholders will note with satisfaction that after a bigger 
charge for depreciation (up from £8,210,556 to £9,615,069) the 
group's profit before tax has risen from £10,260,043 to £10,819,280. 
The total dividend, however, has been left effectively unchanged 
at 8 per cent; this gave little cause for rejoicing and P & O 
deferred stand at 30s 6d to yield 52 per cent. 
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Tremendous interest, with many pesteards, was caused by our 
descriptions of scxwarrenms and scuwarrsyivama, which showed 
respectively England and the United States, only more sa In 
response to many requests to demonstrate the more so of Europe, 
we offer you this New Approach to an Old Continent. 

There are conventional guide books to this region: but appear- 
ances are disschwepptive. There have been vast inreads, huge 
metamorphoses, and lots of bits altered. Almost imperschwepp- 
tibly the new is grafted onto the old. 

While, ef course, we try to be tremendously light in tene, 
eur deeper aim is to instruct, to show you each country in 


perschwepptive—the art of Flerence and Etruria preserved 

for the laurel-wreathed bicyclist and the heroes of the 
carburettor, the bold watch-makers of: 2 Alpine Swiss, the 
left-bank inconsequence of French civil servants and family men, 
the patriotism, and pride in their historical heritage, of 

Greek absentee men of Big Business. 

More simply, we hope to shew you how, beneath the familiar 
characteristics individual to individual nations, is an 
anderlying similarity, complementary yet necessarily counter, 
an equally deep-rooted conjunction ef contrasted identities, 
linked by a sameness of opposites. 
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line with the figure of capital usually taken for a new integrated 
plant and finishing mill—about £100 an annual ton. It would 
certainly hardly be worth thinking about a fourth strip mili of 
any smaller capacity. 


Such a plant may well be required, though existing and 
impending plans for development of the three present strip mills 
are already offering a very marked increase in output. John 
Summers has already announced plans to continue improving 
the output of its Shotton works to about 1% million tons of 
finished steel by 1958. The Steel Company of Wales has 
completed one stage of development that will raise its output 


mentioned last week that re-motoring of the 
Bbbw Vale might raise its capacity, now about 1 
year, by 25 or even 50 per cent—which 
sumes, that the works would have to get much more crude steel 
from outside than the small amounts it already does. 


These developments would raise output from the three hot 
strip mills and their attendant cold reduction mills by about 


sheet and tin plate from these milis. By the end of the decade, 
therefore, output from these mills alone might be of the order 
of 4% million tons.. The fourth strip mill, which would raise it 
even further to well over double current capacity, begin 
to make its full contribution between 1960 and 1965 


Fall in Imports 


ETAILS of British overseas trade in February confirm that 
the sharp fall in imports last month was mainly seasonal, 
but there is a hint that it may also reflect some decline in 
demand, particularly for iron and steel. The fall of £37.2 million 
to £309.1 million cif in imports was broadly in line with that of 
previous years, and two-thirds of it was attributable to smaller 
arrivals from countries on the Baltic, where certain ports were 
closed by ice, and to seasonally smaller arrivals of raw wool and 
meat from the Dominions. Imports of basic materials, at £84 
million, were 16 per cent lower than in the previous month, 
whereas the fall in total imports was 11 per cent. Imports of 
raw wool and woodpulp dropped by nearly one-third to £14 
million and £6*'/: million respectively, while imports of timber 
dropped by a quarter to £8 million. Imports of metal ores and 
scrap, however, were almost unchanged at £13'/: million. 
Arrivals of manufactures, which include many semi-manu- 
factures for industry, dropped by 9*/: per cent to £74 million in 
February. Imports of non-ferrous metals were about the same 
as in January at £18 million, but arrivals of iron and steel 
dropped by 14 per cent to 210'/: million. 


Although exports fell by nearly £12 million to £246.1 million 
fob in February the daily rate was about the same as in each of 
the three previous months. The January/February average of 
£252 million was approximately 4'/: per cent higher than in 
the same months of 1955, but allowing for the 4 per cent increase 
in export prices the increase in volume was unhappily slight. 
Exports of engineering products continue to grow, both absolute- 
ly and relatively to the other main groups: the January/ 
February average of £100.4 million a month was 9'/2 per cent 
higher than the same period of 1955, despite a decline in motor 
cars and chassis, shipments of which, at £9 million a month, 
were one-fifth smaller than in the same months of last year and 
5‘/2 per cent smaller than in the fourth quarter. Exports of 
commercial vehicles, on the other hand, averaged £8 million a 
month, 14‘/2 per cent higher than a year ago and 4 per cent 
higher than in the fourth quarter. Most of the other major 
groups of exports were also higher than a year ago, with the 
notable exception of textiles. Ironically, export prices of textiles 
rose by two points last month to 100, the average of 1954; that 
rise, and one of one point to 105 in "other manufactures”, more 
than offset the fall of one point to 104 in prices of engineering 
products, and the composite index of export prices rose to 105. 


With import prices unchanged, the terms of trade "improved" 
by one point to 100. 
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Squeezing Some 


a 


HE latest detailed classification of advances made by 

members of the British Bankers’ Association suggests that, 
in the quarter to mid-February, the pace of the decline slackened 
still more markedly than has been apparent from the monthly 
figures published by the clearing banks. Total advances are 
shown to have fallen in the three months by only £19.6 million. 
This fali cannot, admittedly, be fairly contrasted with the record 
fall of £234.5 million achieved in the August-November quarter, 
partly becamse of the normal seasonal influences, but still more 
because by the early weeks of this year the nationalised utilities 
had run through the proceeds of their public issues and were 
again appearing as borrowers at the banks. In the latest 
quarter as a whole, the utilities on balance made repayments 
of £23.2 million (against repayments of £125.6 in the previous 
quarter). All other borrowers thus increased their advances 
£36 million. 


This does not mean that the bankers’ squceze is over. The 
imoerease for non-utility borrowers compares modestiy with the 
increases in the corresponding quarters of the three preceding 
years—at £99.1 million, £56.7 million and £98 million. Further, 
the net figure is the result of a moderate increase in advances 
to industry and a marked further decline in advances to personal 
and financial borrowers. The personal and professional group 
suffered a cut of £15.9 million, just half the record fall of the 
preceding quarter, but carrying the total of these advances to 
the lowest level for over eight years. Advances tc hire purchase 
finance companies dropped only £15 million (compared with a 
fall of £8.23 million in November), leaving the total nearly 
#5 million above its level a year before, when the banks stated 


represent industry and trade increased their borrowings in the 
February quarter by £19.8 million, or by less than one third as 
much as a year before. The largest increase was registered by 
the engineering group, by £13. million. Against the general 
trend, this is substantially larger than the increases in the 
corresponding quarters of the two preceding years. It is difficult 
to resist the conclusion that a good deal of the money went to 
finance the bulging motor stocks. The only other significant 
increases were in iron and steel (£72 million) and in wool 
($4.1 million). Two groups registered significant declines—~ 
food, drink and tobacco, and agriculture, each of around 
£5 million—and for the rest of industry and trade the total of 


outstanding advances over the three months remained unusually 
stable. 


Mixed Bag of Profits 


HE crop of earnings and dividend statements this spring 

is what a shrewd investor might have foreseen six months 
ago. Profits haye not bounded ahead as blithely as they did a 
year ago and boards of directors, conscious that the credit 
equeeze is tightening and that profit margins—and sometimes 
even sales—are failing have written caution and conservatian 
into their dividend policies. 


Effective ordinary 
Company Years ended Profits before tax dividends 
Previous Latest Previous Latest 
year year year year 
£000 £°000 % % 
P. & O. Sept.30, 1955 10,260 10,819 8 8 
Swan Hunter Dec. 31, 1955 2,726 2,580 12 14 
Hudson’s Bay Jan. 31; 1956 3,367 3,641 15 15 


In the latest batch of preliminary statements that of the 
Peninsular and Oriental Steam Navigation Company is among 
the most important, though it has less significance for share- 
holders than the balance sheet, which will contain the important 
changes in asset valuations promised by the chairman last year. 
But shareholders will note with satisfaction that after a bigger 
charge for depreciation (up from £8,210,556 to £9,615,069) the 
group’s profit before tax has risen from £10,260,043 to £10,819,280. 
The total dividend, however, has been left effectively unchanged 
at 8 per cent; this gave little cause for rejoicing and P & O 
deferred stand at 30s 6d to yield 52 per cent. 
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Tremendous interest, with many pesteards, was caused by our 
descriptions of scrwarrenms and scuwerrsyivama, which showed 
respectively England and the United States, only more sa In 
Tesponse to many requests to demonstrate the more so of Europe, 
we offer you this New Approach to an Old Continent. 

There are conventional guide books to this region : but appear- 
ances are disschwepptive. There have been vast inreads, huge 
metamorphoses, and lots of bits altered. Almost imperschwepp- 
tibly the new is grafted onto the old. 

While, ef course, we try to be tremendously light in tene, 
eur deeper aim is to instruct, to show you each country in 





perschwepptive—the art of Flerence and Etruria preserved 

for the laurel-wreathed bicyclist and the heroes of the 
carburettor, the bold watch-makers of: 2 Alpine Swiss, the 
left-bank inconsequence of French civil servants and family men, 
the patriotism, and pride in their historical heritage, of 

Greek absentee men of Big Business. 

More simply, we hope to shew you how, beneath the familiar 
characteristics individual to individual nations, is an 
anderlying similarity, complementary yet necessarily counter, 
an equally deep-rooted conjunction ef contrasted identities, 
linked by a sameness of opposites. 
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Petrol Pump Unrest 
Combines and Small Garages 
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From Dr. Reginald Bennett, M.P. 


Te the Editor of The Daily Telegraph cases adjacent to those of local dea‘ers already 
IR—For some time there has been uncest ea ee 
among garage proprietors, with allegations at the same time. is mot the business 
of practices in restraint of trade on the part for both, we know which will go under. It will 
of the few great combines that govern our supplies not be the company-owned one, whatever the 
of petrol. overheads, And the motorist will pay. 
ht would appear that the motorist is about "RR will be interesting to extract from petrol 
to be manoceuvred inte the position of a sacrificial companies, and to register, the details of any 
lamb through the heavy pressures upon his sup- arrangements between them. The Westrictive 
pher, the garage man, by these international cor- Trade Practices Bill should enable this to be dose, 
porations. And if certain large firms, with their associates and 
With the abandonment of the Pool petrol subsidiaries, fall outside its scope, they should be 
= system some few years ago, hot competition perfectly suited to the Mosopolies Commission. 
eta ‘ar ee be uas eee an Nobody can complain if the truth is collected, 
90 pie'cent. of the whole. 1am sure those of my colleagues in Partiamest who 
are concerned at this seeming monopolism will be 
Small garage propeiétors as far apart as Cora- interested, as I shall be, to receive complaints from 
wall and $cotland have told me how they have 
aggrieved garage proprietor’. And in feirness we 
een caught by entering with @ petrol company shall be equally giad to receive proofs from the 
remempaimctemton ats Sit et petrol companies that they are not countenancing 
found to carry unexpected restrictions. 
wonder is it that the Motor Agents’ Association en 
t have issued warnings to their members. Yours faithfully, 
Finally, the large-seale plans to erect hundreds REGINALD BENNETT, 


House of Commoas. f 


This letter is reprinted by kind permission of Dr. R. Bennett, M.P. and “ The 
Daily Telegraph” and is reproduced by 


MOTOR ACCESSORIES MANUFACTURERS ASSOCIATION LTD. 


| THE OBJECT OF THE ASSOCIATION 1S TO PROMOTE BY EXCHANGE OF INFORMA- 
TION AND BY CONCERTED ACTION THE UNRESTRICTED SALE AND DISPLAY 
OF ACCESSORIES, TYRES, BATTERIES, OALS AND OTHER PRODUCTS DISTRIBUTED 
BY MEMBERS OF THE ASSOCIATION TO THE MOTOR AND ALLIED TRADES, 
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The directors of Swan Hunter and Wigham Richardson have 
taken the opposite course. They have raised the ordinary 
dividend from the equivalent of 12 per cent to 14 per cent in 
the face of a decline in profits before tax from £2,725,581 to 
£2,579,666. In a shipbuilding company a fall in profits may 
reflect merely the uneven incidence of contract completions. 
Moreover, net profite after tax were up from £1,416,660 to 
£1,482,527. 

From Canada the preliminary report of Hudson’s Bay brings 
a different story. It shows that profits before tax last year made 
@ good stride forward, advancing from £3,362,963 to £3,640,542. 
The mainstay of this trading account is Hudson’s Bay’s retail 
stores and these could not have failed to do well in the bustle 
of the Canadian economy last year. The trading dividend is left 
unchanged at 15 per cent and the tax free distribution from the 
land account at 2% per cent. But the Hudson’s Bay dividend 
provided no ground for disappointment; “Bays” are bought not 
on current earnings and dividends but on the hope that the 
company’s off interests will one day produce a gusher of profits. 

Another company also largely free from the troubles besetting 
companies at home is British-American Tobacco. Its full accounts 
show that the increase in profits and dividends is matched by an 
increase in stocks from £165.7 million to £175.9 million and in 
debtors from £34.4 million to £40.4 million. BAT finances such 
commitments by the local retention of profits by its overseas 
subsidiaries and despite this growth in working capital the 
consolidated balance sheet shows that net liquid assets have been 
strengthened. All these figures strongly suggest that BAT’s sales 
in foreign markets for cigarettes and tobacco are growing. 


Car Profits Begin to Slide 


ORD, like the British Motor Corporation, held its prices ldst 

year when the other "big three” motor manufacturers raised 
theirs; and its latest quarterly financial report demonstrates 
how much that competitive decision cost. Its report on trade 
in the first nine months of 1954 had shown that profit margins 
in the motor industry were being squeezed. But just how that 
pressure on profits increased through the year is only now fully 
apparent from the company's preliminary statement for the whole 
of the calendar year. Gross profits over the year fell from 
£19.3 million to £17.9 million. But the whole of this decline 
occurred in the last quarter, for in the three preceding quarters 
profits had risen from £14.1 million to £14.7 million. 

No drop in output brought about this fall in profita. Over the 
calendar year Ford sold 350,650 vehicles, compared with 291,468 
in 1954, and the value of sales came to £151.5 million, compared 
with £127.3 million. And in the last quarter of the year sales 
worth £37.4 million were made, compared with £36.1 million in 
the third quarter of the year and with £35.4 million in the last 
three months of 1954. 

Unit overhead costs, therefore, must have continued to fall: 
yet in the last quarter the ratio of profits to sales was only 8 % 
per cent, against 914 per cent in the July to September quarter 
and 14% per cent in the first six months of 1955, Any 
favourable development of overheads was being more than 
offset by a rise in labour costs and the cost of purchased materials 
and components. Taking the years as a whole the ratio of gross 
profits to sales came to nearly 12 per cent, compared with 15 per 
cent in 1954. It was this steady decline in profit margins rather 
than the fall in net profits (from £9.9 million to 28.6 million) and 
the effective maintenance of the ordinary dividend at 7% per 
cent (for who could expect one of the giants of the motor industry 
to raise its dividend now ?) which brought the price of the Ford 
stock down by 101d to 33s when the preliminary figtres were 
released, 


The China Trade 


T= annual speech of the chairman of the Hongkong and 
Shanghai Banking Corporation again provides a symposium 
of recent events in the countries—chiefly of South East Asia— 
in which the bank operates. Necessarily parts of it are familiar 
to the informed reader and some may be disappointed that Mr C. 
Blaker has not gone deeper into the future role of the banks 
in the Far East. In relation to China he does frankly admit 
the need for fresh thinking about British policy, and equally 
frankly proclaims that such an exercise can only follow a 
considerable reduction in the embargo list. 
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The bank comes out clearly for the reduction and eventual 
removal of the embargo on shipments to communist China. 
"Although we have done our best to carry out not only the 
letter but the spirit of the embargo, we make no secret of the 
fact that, like almost all British merchants and bankers interest- 
ed in the China trade, we will welcome the day when it is 
abolished, but as total abolition cannot be quickly brought 
about ... we are contenting ourselves for the time being with 
advocating the reduction of the Chinese embargo list to make 
it similar to the Russian list”. Mr Blaker adds that it is idle 
to suppose that China cannot obtain goods shipped from western 
countries to Russia and reports that China has been exporting 
to Hongkong goods that the embargo prohibits for export into 
China. 

The chairman takes a look at the future role of foreign private 
investment in India. The emphasis on foreign investment in 
India, he feels, is likely to become increasingly a matter between 
governments. That conclusion is based only partly on the 
estimate that India will not change its internal policies to attract 
foreign investment; it also reflects Mr Blaker’s belief that 


India’s needs are beyond the means of all but the largest 
concerns. 
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PajoaskB fl. scccs S/O) 8.96 MQ 9.08 2/9 8.85 
P.&O. Did Zl wc eee 2/10}, 5.36 80/6 5.25 80/6 5.24 
Rhokana £1. ..-ee08 43), 6.07 a}, 6.18 #5/-* 6.2 
#l. eeoece 89/9 8.90 88/1}/ 3.97 89)- 3.93 
Mall Revd fl... 5B 88 TS! 88 MS 8. 
Stewarts & Lioyds £1. . » e279 6.58 6649 5.40 66/6 =“ .26 
Tube Investments £1. . « 5T/- 4.91 68/-- 4.83 : 4.70 
Turner & Newall £1. . « « 96/6 6.18 oey4}), 5.06 98/1"), 5.04 
Unilever #1 *eeeee @T/- 4.70 np 4.2 73/9 4.27 
United Steel £1... 2 ey, 6.11 Gj), 5.90 2/9 5.71 
United Sus Betong £1 . 49/3 11.11 Sr — os = 
“ev eee 34/- 5.00 . . 
wechosetb 5/-. eee 4 58/1"/, 4.88 58/1"/, 4.88 59/- 4.80 
Financial Times Indices # 
Ordinary. ...0000 ‘170.7 6.009 172.6 6.0 178.1 5.84 
iin. .ice. C2 «> Gn * Ce 
Gold Mines. . 2 eee 88.5 87.1 88.5 eee 
L Groas redemption yield to latest date FP Fiat yield * Ex-dividend 
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Life Bonuses and Dividends 


HE life assurance offices are enjoying unprecedented 

prosperity. Dividends so far announced by companies that 
are wholly or mainly life assurance and pensions specialists are 
without exception higher than for 1954. The declarations by 
the composite offices that will follow are likely, to judge from 
the increased interims paid by the largest, the Commercial 
Unicon and Royal, also to exceed the record rates paid a year 
ago. Gut it is the holders of with-profits policies who get the 
lion’s share of the surplus of the proprietary offices and the 
whole benefit in the mutual offices, 


Reversionary Bonus 1954 1955 
ee Previous Current _—- Dividend Diwidend 
Britannic 58. .... 34/-S 38/- § 3/3 (a) 3/9 (a) 
Legal & General £1 . New series .37/6C 8/- 10/- 
Prudential A’ £1... 40/-S 42/-S(b) 23/6(a) 25/-(a) 
Prudential 'B’ 4s paid. — =: 3/- (a) 3/6 (a) 
Scottish Life 30s paid. 32/- S 48/- S 7/6 10/- 
Sun Life £1. ... . 20/-S(b) 40/-S 3/9 (a) 5/6 {a) 
Refuge "A’ £1... 32/-S 34/- S 6/-(a) 6/8 (a) 


Standard. . . « « e- 3I/6C 42/-C (b) Mutual 
(a) Tax Free; (6) Minimum rate ; S Simple ; C Compound. 


Bonuses that are being declared after actuarial valuations 
covering three or five year periods ending on 31st December, 1955, 
show sharp increases on the previous declarations and are also 
above the rates to which most of the offices had stepped up the 
interim bonuses paid between valuations. Offices that value 
their funds annually are also declaring larger bonuses for 1955. 
The bonuses shown in the table understate the true increase. 
For example holders of ordinary policies in the Prudential that 
become claims this year receive an additional bonus of up to 
9 per cent of the sum assured. Standard policyholders receive 
in additien to their 42s bonus a further 42s per cent on existing 
bonuses. The bumper bonuses stem mainly from the mounting 
return on total assets as high yields on newly invested money 
exert an increasing effect. Mortality profits continue to be 
excellent, although it is doubtful whether the annuity—including 
pension scheme—side of the business is making more than a 
meagre contribution to them. Non-participating policyholders 
are benefiting from the high yield on new investments through 
reductions in premium rates. These have been cut by some 
offices and others will, no doubt, follow. 

One office, the Scottish Widows, has declared a special interim 
bonus rising to a maximum of 7% per cent of the sum assured 
plus existing bonuses, out of capital profits on ordinary shares ; 
£5 million has been released from inner reserves to cover the 


estimated cost of allotting a vested bonus at this rate at the 
next declaration, 


Rate Cuts on ITA 


HE programme contractors in commercial television have 

been separately reappraiing what advertisers will be pre- 
pared to pay with two, and presently three, commercial television 
stations at work. They have produced a bewildering variety of 
new advertising rates. There seem to be three different views of 
what charges will attract the most bookings. The first contractor 
to cut its rates was Assoclated-Rediffusion, on the London week- 
day services. Advertising time has been about half-booked, so 
the company is offering all its advertisers double time for their 
money, though the extra time may not always be in the same 
period as the original booking. Peak time is generally heavily 
booked and peak time advertisers may get their bonus in the 
form of two or three extra spots at less popular hours. The 
scheme leaves Associated-Rediffusion with its nominal rates 
unchanged—for the time being—so that the anticipated revival 
of bookings in the autumn would find the company getting the 
same revenue per minute of time sold. 

The second contractor to change its rates was Associated 
Television, which is responsible for the London week-end pro- 
grammes and the Birmingham week-day programmes. ATV, like 
Associated-Rediffusion, is not finding it easy to sell time on some 
of the less popular days early in the week and is also introducing 
a bonus; in this case, advertisers booked on the London station 
may get their bonus in Birmingham. This scheme runs to 
September 17th only, when a new set of advertising rates come 
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into being. ATV is whittling its basic rates down to two, one for 
afternoons and one for evenings, with no attempt to allow for 
any changes in the size of audiences during those two basic 
periods. On this structure, it superimposes a number of fixed 
time spots that advertisers can book with the absolute certainty 
that their commercial will go on the screen at the minute specified. 
The basic evening charge is on average lower than the present 
rates, but the charge for a fixed spot is as high, and sometimes 
higher than present charges. 

The third contractor ABC (Television) is responsible for week- 
end programmes in Birmingham and on the Northern stations 
when they open. Thus it has a basically easier task. There is no 
great difficulty in selling week-end time, only in selling the less 
popular times in the day. So ABC is offering no bonus, but is 
moving in the oppos'te direction to Associated Television by 
cutting its hours up into varying periods to which as many as 
seven separate rates apply. This replaces a system of charges 
where there were three basic rates only, from £190 to £550 a 
minute, The new charges run the gamut from £40 to £600 a 
minute, the widest spread yet offered. It has to be seen whether 
the changes of the past fortnight are not curtain raisers for a 
much more general and sweeping rate war. 


Dr Louw Helps the Mines 


O take a step towards making investment in South Africa 

more attractive was an economic necessity, for the inflow 
of capital into the Union last year sank to vanishing point. To 
make a move towards narrowing the gulf between English 
speaking South Africans who control the gold mines and the 
Afrikaaners who make up the government is politically most 
desirable. The modest concessions to gold mines which Dr Eric 
Louw made in the budget last week may help a little in both 
those directions. In that sense the South African budget is both 
inadequate and welcome. 

Until the Finance Bill is published the concessions to the 
mines cannot be precisely measured. The main concession is a 
reversion to the 1950 basic tax formula. If Y is the percentage 
of profits payable as normal tax and X is the ratio of profits to 


gross revenue expressed as a percentage the change works out as 
follows : 


Existing Basis New Basis 
378 360 
Y=63—- —— Y a OO en te . 
x x 


Dr Louw estimates that the concession will cost £700,000 a 
year. That must be the present cost to the Treasury ; the value 
of the concession must rise as big new mines destined to be 
heavy taxpayers come into production and the older mines of 
the Rand which are relatively low taxpayers drop out. 

Three other.concessions to goldmining are included in the 
budget: an annual contribution of £500,000 towards silicosis 
liability, permission to write £20,000 off each item of mining 
machinery during the year of acquisition, and the permission to 
ultra deep mines to write 5 per cent of share capital off annually 
until the production stage is reached. Until the Finance Bill 
shows what is meant by share capital (is it nominal capital plus 
any premiums?) and how deep an ultra-deep mine has to be it 
is difficult to value this concession. The market is obviously 
finding difficulty in estimating the effect of the South African 
budget as a whole, but comment has been favourable and price 
movements since last Thursday mainly upwards. The Financial 


Times gold share index has risen from 87.9 on Thursday to 88.5 
on Tuesday. 


SHORTER BUSINESS NOTE 


Details of the Government’s decision to start running down 
strategic stocks in the 1956/57 financial year are slowly being 
released. The Board of Trade intends to sell 150,000 standards 
of softwood—equal to one-tenth of British annual consumption 
—by the end of the year. Pending a final decision on the 
strategic stock of raw wool, the Board will not make any 
further purchases this season (ending in June) to replace wool 
sold in rotating the-stotk. The rotation programme for the 
year ending March 3lst, 1957, provides for the sale of 50,000 
bales (compared with 30,000 in the current year), a quantity not 


much larger than is offered at a normal series of London 
auctions. , 
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RALLI BROTHERS LIMITED 


The ennual general meeting of Ralli Brothers, Ltd. will be held on 
March 28 in London. 

The following is the statement by the chairman, Mr Jack Vlasto, 
which has been circulated with the report and accounts : I am sorry the 
results now before you show that last year’s set-back persists. 

Our profit from merchanting operations was almegt identical with 
that of the previous year, although turnover, at about £60 million, was 
higher. Trading conditions remained just as difficult and competition 
as severe. Dearer money, which always operated in our favour in the 
eld days when the London market financed so much of the world 
movement of goods, failed to assist, because most of our competitors in 
world markets are now foreign concerns with access, at present, to 
cheaper money. We also borrow overseas but, in our case, this often 
involves the assumption of an exchange risk. 

We continued to make progress in Canadian grain and are extending 
eur organisation there. On the other hand, we have withdrawn the bulk 
ef our small organisation from Turkey, because the lines on which 
cotton.exports are now conducted leave us no scope. Our staff from 
there has been moved to Greece, where increasing quantities of cotton 
are available for export. Continued unsatisfactory results from West 
Pakistan cotton cause us concern. 

In this year’s balance sheet we have cut down the number of headings 
under which revenue reserves were shown by increasing the general 
reserve to £2 million and putting the remaining £490,000 to reserve for 
contingencies and taxation. In other respects the figures do not appear 
to call for explanation. 

The profit and loss account for the year was not assisted, as was its 
predecessor, by war loss recoveries and receipt of dividend amounts 
unfrozen from previous years. We were, however, again able to bring 
in a substantial sum from provisions no longer required. 

Much of the benefit of this amount nas been used to offset the reduced 
sterling value of our rupee investment in The Crescent Jute Mills 
Company Limited of East Pakistan. At the pre-devaluation exchange of 
about 2s. 2d., our 45,000 shares of Rs. 100/- each represented a cost of 
£486,328. At the present exchange of Is. 6d., the sterling equivalent is 
about £337,000. Crescent shares are, as yet, unquoted in Pakistan, -but, 
considering that the mil! is now_in full production and earning profits, 
and that a considerable part of its cost was sterling machinery and 
equipment, we have decided to provide only £100,000, being roughly 
two-thirds of the difference. 

Owing to the intervention of the West Bengal Government, the 
Calcutta office of our associated company, Rallis India Limited, was not 
closed lest May as had been intended, and remained open with a much 
reduced stalf. Rallis India’s results show a loss of Rs. 2.2 millions, 
without charging depreciation of fixed assets but after paying statutory 
compensation to staff of close on Rs. 1.5 millions. This loss is less 
than I had feared but, obviously, they still have a long way to go in 
restoring their fortunes. 


The profits of our subsidiary companies fell short of my expectations. 


Lower sale prices for their 5,300 ton sisal production reduced the 
profits of Ralli Estates Limited of Tanganyika; nevertheless, they were 
still our best earner. I spent a week with them in December and am 
convinced that their two sisal estates are amongst the finest in East 
Africa both as regards plantation and general equipment. 

Higher tramp shipping rates assisted The Maritime Shipping & Trading 
Co. to increase profits. Their ss "Loradore” ran aground in August 
and became a total loss, happily without loss of life. The operational 
fleet is thus again reduced: to five vessels, but the first of three new 
vessels on order will be delivered before the end of 1956. One, if not 
two, of the older vessels will be disposed of as these come into service. 

Berg River Textiles of South Africa again earned a small profit. The 
mill has been extended to-what should prove an economic size and efforts 
are now being directed towards technical improvement and increased 
efficiency. 

Disappointing results from Margach & Margach of Uganda are partly 
attributable to a breakdown in their power unit which caused a prolonged 
stoppage in ginning. 

As will be seen from the Directors’ Report, we have formed two new 
subsidiary companies. Dindira Tea Estates Limiled acquires our Dindira 
property in Tanganyika. The issued capital is £125,000 which we have 
taken up. Progress on the estate has continued steadily and production 
should exceed 200,000 Ibs. this year. This, of course, is only a fraction 
of the potential, but full development is a long term project. The other 
new subsidiary is George Pavlides (1954) Limited, of Iraq. We hold 
75% of the issued capital at a cost of £7,500. The remainder is held by 
Mr. George Pavlides, with whose private company we traded formerly. 
This new subsidiary depends on us for its finance and its main function 
is the export of barley. It also imports miscellaneous articles into Iraq. 

The decision to propose a reduction in our ordinary dividend from 7% 
to 5% was a painful one. Not only does it affect our ordinary share- 
holders but also our managers and many of our senior staff, not to 
mention our diréctors who are all full-timers, all of whom depend in 
no small measure on their participation in profits through ”A” shares 
and additional remuneration under the Articles. We would have made 
the deeper inroad of about £54,000 into the carry-forward which a 
maintained 7% dividend would have involved had the prospects for the 
current year been less unsatisfactory than they are. Unfortunately, in 
recent months, the market in two commodities went against us for a 
time. The state of competition these days in grains, cotton, jute, gunnies 
and some of our other articles is so severe that the full cost of service 
is seldom paid for. Consequently one can rarely afford to be other than 
right in a market position for it is only then that full overheads can be 
covered and profits earned. The brightest spot in our immediate outlook 
is The Maritime but, as the profits of our other subsidiaries are likely 
to be much the same as last year, this will not be enough to offset the 
reduced earning from merchanting with which we may be faced unless 
we can improve our profit margins during the remainder of the year. 

Everyone in our organisation, beth here and overseas, continues to give 
of his best in the service of the Company. Our thanks are due to them all. 


EESNSnn]ananaanna3aoaasSsS 


HICKSON & WELCH (HOLDINGS) 


The 4th annual general meeting of Hickson and Welch (Holdings) 
Limited was held on March 2 in London, Mr Bernard Hickson, M.Sc., 
F.R.L.C. (Chairman and Managing Director), presiding. 

The following is an extract from his circulated statement :— 

I am again happy to report substantially improved trading results. In 
spite of our good results, there are two factors which may affect our 
long-term expansion and which are causing some concern. 

First, even though the number of young men who qualify as chem- 
iets or chemical engineers is still reasonably high, it is difficult to 
attract them into our side of the industry. There are also indications 
that the output of technical graduates is falling behind the demand—a 
demand increased by the requirements of Nationalised industry, in par- 
ticular Atomic Energy. It is, therefore, imperative that facilities for 
technical training be extended and steps taken to attract by better ser- 
vice and pay conditions an increased number of science teachers. High 
quality training of our scholars and students for the future needs of 
industry demands urgent governmental action now in this vital matter. 

Secondly, the present condition of full employment im the country 
makes it difficult to increase the process and engineering labour force 
mecessary to service new production projects. The technicians of your 
companies are doing all they can to minimise the labour factor in our 
Production when designing new planis or modifying existing ones. 

Hickson & Welch Ltd. continue to expand, and during the year have 
successfully completed the first half of a two-year capital expenditure 
Programme. Turnover and profit constitutes a new record. John W. 
Leiteh & Co. Ltd. and its subsidiary, The Gardinol Chemical Co. Lid., 
acquired in December, 1954, have proved of value to your company. — 

After reviewing the progress of the Timber Impregnation Companies 
and the formation of Hickson’s Timber Impregnation Co. (Aust.) Pty. 
Ltd. in Australia, the statement continued : i 

After deducting all expenses, £406,894 was earned before providing 
for taxation of £210,323. Net profit amounts to £196,571 compared with 
€121,879. Your Board recommend a final dividend of 11%, making with 
the interim dividend paid, 15% for the year. 

All the companies in the Group have made a good start for the cur- 
rent financial period, and whilst I cannot with certainty forecast the 
results for the full year, provided the general trading conditions = 
whole continue as at present, your directors consider that the re 
will be satisfactory. The report was adopted. 





THE BAJOE KIDOEL RUBBER 
& PRODUCE COMPANY, LIMITED 


The forty-fourth annual general meeting of The Bajoe Kidoel Rubber 
& Produce Company, Limited, was held on February 23rd in London. 
“Sir Eric Miller, the chairman, in the course of his apeech, said: I 
indicated at the last meeting that rupiah profits for the year ended 
3iet March, 1955, seemed likely to exceed substantially those of the 
previous period and in the event, at Rp.6,341,568, they did so by some 
Rp.1,160,000, a satisfactory result in the circumstances. Applications 
have been lodged with the Indonesian Exchange Control Authorities 
for permits. to remit profits of £34,492 to the U.K. and £18,017 have just 
come to hand. During the course of the current book-year we have 
e@lso received instalment remittances of the 1953/54 profits totalling 
£36,617 and these will be credited in the accounts for the year ending 
31st March, 1956, as will the £18,017 above. We are recommending that 
the dividend be maintained at 10 per cent, less tax. 

On Bajoe Kidoel estate we have for some time suffered frém un- 
pleasant illegal occupation of estate land which neither the management 
nor the Government Authorities have been able to cope with effectively. 
We therefore encouraged our East Java Agents to look round for a 
possible buyer and when their efforts produced a reasonable offer for 
the estate of just over a million rupiah from an Indonesian Company, 
we had no hesitation in accepting it, even though we knew that the 
rupiah proceeds of the sale would not be remittable to the United 
Kingdom under Indonesian Exchange Control regulations. Unless there 
is an unexpected hitch in finalising the transfer of Bajoe Kidoel estate, 
the directors intend in due course to submit proposals to stockholders 
for a capital repayment of 5/- in ser’ £, to give effect to which the 

oval of the Court must be obtained. it 
ontil the Government forces succeed in firmly establishing law and 
order in South Celebes, conditons must remain extremely difficult for 
those in charge of estates there. ; 

The en sige market value of rubber last summer was particularly 
welcome at the time when our affairs in Celebes were so upset. aoe 
subsequent decline in the price of rubber and coffee can ae _ 
by greater efficiency on the part of all our workers, but the Tra 
Unions have yet to appreciate their responsibility in that sense. 

The report and accounts were adopted and a dividend of 10 per cen 
less tax, was approved. 
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HOOVER LIMITED 


The annual general meeting of Hoover Limited will be held on 
March 28th at the company’s offices, Perivale. Mr S. Roberts, 
managing director, is to preside. 

The following is an extract from the Annual Review which has been 
eirculated to shareholders with the report and accounts: 

The year 1955 has presen’ed many problems. We have been assailed 
by heavy competition in our Export markets and have suffered from 
a@ series of restrictions in the Home market. In spite. of these many 
and varied problems we have had a most successful year. Turnover 
has increased by 11 per cent over our record year of 1954, but because 
ef increased costs which we were prepared to. absorb so that our 
selling prices could be maintained at the same level, our consolidated 
profit has been reduced from £4,581,961 for 1954 to £3,838,233. 

We believe our policy of holding prices at the same level at Home 
and in many cases reducing Export prices, during a period when 
material and labour costs were rising rapidly, was the right thing to 
de and in the National interests. 

During 1955 we were faced with restrictions on the Home market 
imposed by the Chancellor of the Exchequer on three separate 
océasions. In February hire purchase restrictions were re-imposed 
requiring a minimum deposit of 15 per cent of the total price, in 
July this minimum deposit was increased to 33% per cent of the total 
price and in October the rate of purchase tax on our Cleaners and 
Washing Machines was increased from 50 per cent to 60 per cent, 
whilst our Steam or Dry Iron became subject to purchase tax for the 
first time. 

Each restriction was followed by the threat of a further restriction, 
which caused an upsurge in demand before the new restriction could 
be imposed. These uncertainties made it impossible to forecast with 
any degree of accuracy the sale of our products on the Home Market, 
and production schedules suffered accordingly. 

The whole essence of efficient production is a steady and uniform 
flow of orders. The imposition of a succession of restrictions which 
bring about wide fluctuations in demand is obviously unhealthy for 
industry, and is bound to take its toll on efficient production and 
distribution. 

It is clear that the continuous threat of further restrictions nullifies 
the normal effect of the restriction imposed. Eventually the cumu- 
lative effect of all the restrictions may be disastrous to both Home 
and Export markets alike. No doubt the Chancelior of the Exchequer 
is conscious of this and will try to avoid such a situation developing. 

During 1955 we have concentrated considerable efforts on developing 
our markets abroad. These markets are most difficult, competition 
is severe, and our small margins make them considerably less profitable 
than the Home market. This policy is plainly in the National interests, 
particularly when the adverse balance of payments has again become 
most critical. We are satisfied with the progress we have made in 
some countries but in others there is still much to be done. We 
intend to pursue this policy of overseas development to the maximum 
for we believe that the demand for a better standard of life which 
is developing in all countries will open up great possibilities for the 
sale of our products. 

At the same time it should be remembered that it is a good stable 
market at home that gives us the best basis for our overseas. oper- 
ations and makes it possible to set Export prices which compare 
favourably with local competition. Any appreciable curtailment of the 
Home market volume has of course, a most detrimental effect on our 
ability to compete in the Export field. 

In the 1954 Review it was stated that we sold 63 per cent of the 
total British exports of Cleaners and 50 per cent of the total British 
exports of Washing Machines. We are more than pleased to report 
that during 1955 these figures have increased to 70 per cent and 58 per 
cent respectively, which shows that our efforts in the Export markets 
have met with some success. 

Home saies of Electric Cleaners have increased and we continue to 
hold our pre-eminent position in the Electric Cleaner market. The 
introduction of two new Cleaners, Model 638 and Model 2614, in 
October was another step forward and they were enthusiastically 
received—the full effect of their introduction should be felt during the 
current year. We have always striven to maintain our reputation for 
efficiency and quality in our products and these two new models 
follow this tradition. 

Perhaps one of the most important features of the year’s operations 
has been the continued expansion in the sale of the Hoover Electric 
Washing Machine. Our new Electrically-operated Wringer Machine 
introduced in March, and our Heated Washing Machine introduced in 
October, have been largely responsible for this expansion. 

We are continuing to supply substantial quantities of our products to 
the United States and our dollar earnings have been maintained at a 
satisfactory level. 

We have continued to give much thought to the possibility of extending 
our range of products. This is no easy task for new products must be 
fully sp to the standard the world has come to expect of Hoover. It is, 
however, our intention to broaden our base and pursue new develop- 
ments with the greatest determination and speed. 

In a letter dated December 19; 1955, shareholders were informed that 
the estimated profit for 1955 was £3,750,000 and on this basis, subject to 
conditions prevailing at that time, the Directors would recommend in 
February 1956 a final dividend of between 50 per cent and 60 per cent. 
The estimated profit has been slightly exceeded and in normal circum- 
stances the Directors would have recommended a final dividend within 
this range. However, in view of this year’s trading conditions and the 
recent statement made by the Chancellor of the Exchequer, we have, 
reluctantly in view of the figures for 1955, decided to recommend a final 
Gividend of 40 per cent, making 50 per cent for the year. We have a 


virile organisation and we look forward with quiet confidence to the 
challenge of 1956. 


‘ 
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SAN FRANCISCO MINES OF MEXICO 


IMPROVED EARNINGS 
EXPANDED SCALE OF OPERATIONS 


The forty-third annual general meeting of San Francisco Mines of 
Mexico, Limited, was held on Feb. 20 in London. 

Mr C.E. Temperiey, O.B.E., M.C. (the Chairman), who presided, 
said: We published our Accounts this year a good deal earlier than 
has been our practice in the past. This was possible because, amongst 
other things, there were no complicated tax problems to settle before 
closing the Accounts. In future we hope to continue to publish our 
Accounts with less delay than heretofore—but I should warn you that 
it may not always be possible to publish them quite as early as we have 
on this occasion. 

When I spoke to you last I said we expected that the earnings for the 
financial year to 30th Sept. 1955, would be decidedly better than those 
for the previous year. Our expectation was fulfilled. In the Directors’ 
Report now before you last year’s results are set out and compared with 
the results for the previous year and the reasons for the major changes 
are indicated—so I do not think I need deal with these matters at any 
great length again. In brief, we sold a somewhat smaller quantity of 
metals than last year, but we received higher prices for them and, in 
addition, we were able to reduce operating costs. As a result, our 
earnings before taxes rose from £2,556,000 to £3,433,000. Unfortunately 
our total tax bill rose at the same time from £2,261,000 to no less than 
£2,944,000. Thus taxes took 86% of our earnings. The net profit after 
taxes was £489,000. Your Directors recommend the payment of a 
dividend of 4s per stock unit. This dividend with Directors’ additional 
remuneration thereon will absorb £473,000, leaving £12,000 of the 
profit for the year to be added to the balance carried forward. 

4 


REDUCED OPERATING COSTS 


Operations at the mine flowed smoothly on throughout the year. As 
a consequence of our biennial negotiations with the Mexican Labour 
Unions, we granted our workmen in June 1955 a wage increase of 10%. 
In addition, the cost of supplies continued to rise. Nevertheless, as a 
result of our expanded scale of operations, we succeeded in making an 
overall’ reduction in the operating cost per ton milled. The tons milled, 
by the way, reached a new record of 760,000 tons. 

As a result of the improved prices obtainable for our products, we 
were able during the year to mine some of our lower grade ore blocks 
at a profit. Although this resulted in a small fall in the total tonnage 


of concentrates produced, it had the desired effect df conserving our 
ore reserves. 


POLICY OF MODERNISATION 


We continued our policy of bringing our mill completely up to date. 
In the immediately preceding years we remodelled the grinding and 
classifying sections. Last year good progress was made in remodelling 
and enlarging the flotation sections. As a result we were able to treat 
an increased tonnage of ore without any loss of metallurgical efficiency. 
In fact, our zinc metallurgy has considerably improved; the zinc in 
our mill tails—that is to say, the zinc we are unable to recover in our 
concentrates and have to throw away—fell from about 2% in 
years to only 14% last year and is even lower now. 

We ‘continue to press on with the underground development of our 
mines—and the results last year were distinctly encouraging. For 
instance in the previous year 27% of our development was in ore; last 
year the figure rose to'33% which is good for mines such as ours. The 
favourable results of our development work enabled us to replace all 
the ore drawn from ore reserves and, on top of that, to increase the 
total tonnage of the reserves by 94,000 tons to over 5,000,000 tons grist 
for the mill for 6% years at its present rate of milling. 

At the Frisco Mine several entirely new veins were discovered. 
During the current year development will be largely concentrated on 
opening up these new discoveries. 

We have concluded a new long-term Agreement with Compania 
Metalurgica Penoles, S.A.—the Mexican subsidiary of our good friends 
The American Metal Co. Ltd.—for the treatment of our lead con- 
centrates from Ist January last when the old Agreement expired. ° 


previous 


THE OUTLOOK 


As f indicated earlier on, our increased profits last year resulted 
mainly from the higher metal prices then ruling. Since the close of 
the year metal prices have increased further still and we have been 
able up to date to sell our production at better prices than we got last 
year. Provided, therefere, prices do not fall or other untoward events 
happen, we expect that the results for the present year will be 
satisfactory—or at least as satisfactory as our tremendous burden of 
taxation will permit. 

Once again I am sure you will wish to join me in thanking our 
loyal and efficient staff at the mine for the good work they have done. 
In particular I would like, on your behalf, to thank our colleague on 
the Board, Mr Henry Hanson, who is our General Manager in Mexico 
— upon whom the full burden falls of managing all our affairs out 

re. 


The report and accounts were unanimously adopted. 
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MILLS & ROCKLEYS LTD. 


Outdoor Advertising 
FUTURE VIEWED WITH CONFIDENCE 


The 27th annual general meeting was held on March 2 at Nottingham, 
Mr George T. Mills (Chairman and Managing Director) presiding. 
The following is an extract from the Chairman's Statement : 


The Accounts for the year ended October 3ist, 1955, show an increase 
in the total Profit before tax from £184,277 to £194,236. Taxation again 
takes a major portion of the fruits of our work absorbing £81,500. After 
provision for taxation the net profit has increased by £11.481 making 
available £82,790 as compared with £71,309. 


The Board recommend a dividend on the Ordinary Shares of ls. 34. per 
share—the same as last year, but this now absorbs the sum of £40,215 
afier deduction of tax. This, together with the Preference Share 
dividends paid for the year, amounts to a total distribution of £44,217, 
and the transfer to General Reserve of £30,000 making the total of this 
reserve £330,000. The carry forward is increased to £34,481. It wil) be 
observed in the Consolidated Balance Sheet that your properties stand 
at cost at over half a million pounds. There are over six hundred of 
these properties spread about the geographical area served by the 
Company, and it is gratifying to realise that the whole of them are 
free of any prior charge. 


During the year under review your Company has acquired the whole 
of the shares of the Portsmouth and District Billposting and Advertising 
Company Limited, partly for cash and partly by the allotment of 14,712 
Cumulative Preference Shares of #1 each in your Company together 
with 58,848 Ordinary Shares of 10s. each. 


Capital expenditure has been rather heavier than in former years and 
net liquid assets have in consequence declined by £10,915. The reserve 
for Income Tax payable on Ist January, 1957, stands at £81,500. 


INCREASED COST OF NEW ASSESSMENTS 


Local rates are a very material part of the cost of operation of your 
business. The revaluation for rating, which comes into effect on 
ist April next, provides for valuation of dwelling houses on 1939 values 
and of advertisements and other commercial property on present day 
values. This will zesult in a very large transfer of rates from dwelling 
houses to the less numerous commercial properties and advertisements 
and will bear particularly heavily on businesses of the character carried 
on by your Company, where the cost of local rates is so high a proportion 
of the whole cost. We have thus to face on the Ist April next the largest 
single Yncrease in the cost of operation in the Company’s history. Your 
Board has made a determined effort in recent years to avoid raising the 
charges for space and service to advertisers. The time has arrived 
however, whem an increase has become essential, and in January, 1966 
we gave notice-to our customers that our prices would be raised. 

Our silk screen plants have been expanded. During this year that at 
Ipswich has been established in permanent premises. The volume and 
diversity of their products has steadily grown, while the quality is 
meriting high appreciation from a widening group of customers. 

Your business is soundly established and the Board look forward to the 
future with confidence. Forward sales of space at the present time are 
on much the same satisfactory basis as they have been over the past 
year ; but the general effect of the economic state of the country implies 
more difficult conditions in the coming year. 

The report and accounts were adopted. 
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LEEK & MOORLANDS BUILDING 
SOCIETY 


A MAGNIFICENT ACHIEVEMENT 


‘The 98th annual general meeting of Leek & Moorlands Building 
Seciety was held on February 27 at Leek, Staffs. 

Sir Ernest Johnson, J.P. (the President), in the course of his speech, 
said: In May this year the Society will reach a mest important 
milestone in its history, namely, its Centenary. 

The funds of the Society at the end of the last financial year exceeded 
thirty-one million pounds. On January 2nd this year the funds were 
further increased by the Transfer of the Engagements of the North 
Staffordshire Building Society. Today the total assets of the Society 
exceed £35 million and the reserve funds are approaching £1,500,000. 
Iam sure we can all be proud of this magnificent achievement. 

1955 was a remarkable year in many ways, but perhape more so in 
connection with the money market. There were two imereases in the 
Bank Rate. There were credit restrictions. Neithér of these seemed 
to have solved the major problem, that of inflation. On the 16th 
February there was a further increase in the Bank Rate to 54%, 
Certain further measures were introduced to stiffen hire purchase facil- 
ities with a view to reducing the home demand for goeds. 

Higher wages, shorter hours, increased social services, redistribution 
of income by taxation, restrictive practices by both empleyers and 
employees, lack of incentive—all these things contribute ta the infla~ 
tionary spiral which now confronts us. 

I make this plea therefore. That the Chancellor should endeavour 
forthwith to arrest the wages spiral and price spiral by whatever 
means lie within his power, and there are plenty of ineans available 
to him. Increased output—better labour relations—no strikes—abolition 
of restrictive practices—more savings—greater exports—these are the 
salient features for a happy and prosperous 1956. 


CHAIRMAN’S ADDRESS 


In moving the adoption of the report and accounts, Councillor Gilbert 
Tatton, the Chairman, said: The amount due to Shareholders and 
Depositors has increased during the year by £1,930,069. This is real 
evidence that investors are saving money with a wociety worthy of 
their confidence. 

In September last year the Building Societies Association recommended 
members to increase the rate of interest allowed on Shares to 3% per 
annum, to make a corresponding variation to 2'2% in the rates allowed 
on Deposits, and to vary mortgage retes to provide for this ehange. We 
gave effect to this recommendation. 

The Mortgages Account shows that we advanced during the year 
£5,358,357. Over one million and a quarter of this sum was lent on new 
houses. 


DEPUTY CHAIRMAN’S REMARKS 


Seconding the motion, the Deputy Chairman, Mr F. Lealie Davenport, 
J.P., said: I notice that reference is made from time to time about the 
opportunities which the Government might seek to take to stimulate 
savings, and that one of those suggestiong is that interest om such savings 
should be like the Building Society interest, free of ineeme tax. It is 
in point of fact paid by the Society. If therefore there are to be any 
income tax free concessions accorded to any savings in any savings 
movement, may I make a plea that the Building Society savings should 
be brought within the same category. 

The report and accounts were adopted. 
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THE STERLING TRUST, LIMITED 


SUBSTANTIALLY INCREASED INCOME 


The Thirty-ninth Annual General Meeting of The Sterling Trust, 
Limited, was held on March 6th in London, Mr Michael F. Berry, the 
Chairman, presiding. 


The following is an extract from his circulated statement : 


Once again the past year has shown a substantial increase in income, 
The tigure of £455,039 shown as the gross revenue of your company for 
the year ended December 31, 1955, contains not only £19,859 double 
taxation relief on account of the current year, but also the sum of £21,491 
received under this double taxation relief, but belonging to previous years. 


The capital value of our invested funds shows an appreciation of 
70.5 per cent over the amount at which they stand in the balance 
sheet, compared with an appreciation of 66 per cent. at the end of the 
previous year. Ordinary shares during the period have tended to rise, 
but one effect of the Chancellor of the Exchequer’s dearer money policy 
bas been to cause a decline in the value of fixed interest bearing 
securities, a category in which we have some 24 per cent of our funds. 
As for investment trends, a year ago we had on valuation approximately 
30 per cent in fixed interest bearing securities against this 24 per cent 
today, and we had 14 per cent in the U.S.A., against 16.5 per cent in 
the U.S.A. at present. The movement, therefore, has been towards more 
equities, and in particular towards more equities in the U.S.A. 


The report was adopted and the total distribution of 1242% approved. 
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THE OMNIUM INVESTMENT 
COMPANY 
CONTINUED PROGRESS 


The Sixty-Ninth Annual General Meeting of the Omnium Investment 
Company, Limited, was held on February 28th, in London. 

Mr Patrick L. Fleming, whe presided in the absence of the chairman, 
said : 

Once again we have had a record year, having earned 2014 per cent 
on £1 million of Deferred stock, against 184% per cent. on £869,000 the 
year before. We are recommending the same dividend of 10 per .cent 
and offering 200,000 new shares at par to our Deferred stockholders. 
This will mean that in the last ten years over £600,000 of new capital 
will have been raised. 

Industry, in which our money is invested, has always needed a steady 
supply of new capital, and the combined effect of scientific investment 
and savage taxation has been to make the need greater and more 
urgent. Once upon a time capital was provided by men who earned 
big money and saved. Then the politicians announced that large incomes 
were enti-social and that large savings would be discouraged by taxes 
running up to 18/6 (it used to be 19/6) in the £. It is now up to small 
savers, for the country’s sake as well as their own, to step ito the 
breach; which is why we, who are dedicated to the service of small 
savers, are trying to combine a regular and satisfactory dividend with 
a periodical and attractive opportunity of further investment. 

For the future, come hell and high water, we can pay you 10 per cent 
and make periodical issues of rights ; and come a socialist heaven and 
low water you should stil] get the 10 per cent. The report and accounts 
were unanimously adopted. 
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It’s new... It’s strange...It’s filled with promise for you 
It’s time to meet titanium 


TITANIUM METAL ptomises to be one of the outstandi 

developments of out time. 2 ree lanes 
airliners, combi etrength and lightness with an amaz- 

ing resitance to and corrosion. Its future seems 


TITANIUM METAL IS RARE, even though production in 
the United States has skyrocketed from three tons in 1948 
to about 8,000 tons in 1955. The continually increasing 
demand is encouraging industry to produce still more. 


AFTER YEARS OF RESEARCH, Union Carbide has devel- 
oped a new production process and is building a plant 
with an annual capacity of 7,500 tons of crystalline tita- 
nium sponge. This product will then go to processors to be 


melted and formed into sheets, plates, and bars suitable 
ufacturers. 


for use by man 


PRODUCING TITANIUM is « natural for the people of 

ca ee en ns 
rtant 

Grose aanass's ose, Now Site pull a ts bagoove aol and speed 


the production of this exciting metal, titanium, so that it 
can fulfill its promises. 


FREE: Learn more about the interesting things you use every day. 
Write for the illustrated booklet“Products and Processes” which telle 

how science and industry use the ALtors, Cartons, CHEMICALS, 
a and Piastics made by Union Carbide. Ask for 


UNION CARBIDE INTERNATIONAL COMPANY 
A Division of Union Carbide and Carbon Corporation 
30 East 42nd Street New York 17, N. Y., U.S.A. 
Cable Address: UNICARBIDE 


AFFILIATED COMPANIES: 


ARGENTINA: Evereody S$. A. Industrial y Comercial FRANCE: Compagnie | Savoie-Acheson WEW ZEALAND: Nationol Carbon Pty. itd. 
AUSTRALIA: Eveready (Australia) Pty. Ltd. HONG KONG: ) Led. PAKISTAN: National Carbon Co. (Pakistan) itd. 
BRAZIL: Union Carbide do Brasil, $. A. INDIA: National Carbon Co. (india) Ltd. PHILIPPINE ISL.: Notional Carbon Philippines inc. 
COLOMBIA: National Carbon Colombia, $. A. INDONESIA: National Carbon Co. (Java) Lid, SINGAPORE: National Carbon (Eastern) Lid. 
ENGLAND: Union Corbide Limited, Bakelite Limited, ITALY: Eltrograite di Forno Allione SWEDEN: Skandinoviska Grafitindustri Aktiebolaget 
British Acheson Electrodes Limited MEXICO: adigoel Ration Srasteis , $. Aw SWITZERLAND: Union Carbide Europa, $. A. 


———Union Carbide’s Products of Alloys, Carbons, Chemicals, Welding Equipment, and Plastics include— 
Syntuetic Orcanic Cuemicats ¢ Evergapy Flashlights and Batteries « Nationa Carbons « Acugson Electrodes 
Dynel Textile Fibers * Execrromer Alloys and Metals « Haynes Sre.ure Alloys 
Union Cansme and Vuvyurre Plastics * Linpe Welding Equipment ¢ Passtons and Taz Anti-Freeses 








